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USE 


BARBER Pressure REGULATOR 


for Dependability and Accuracy 


For many years Barber Gas Regulators have held a high place in the 
esteem of both utilities and gas service men. Made by a company well 
known for expert engineering and manufacturing in the gas field, these 
regulators deliver the utmost in performance and reliability. 


Any gas user appreciates the economy effected by a regulator, 
either on the service line or on his individual appliances. Barber Regulators 
are ruggedly built with heavy bodies, all materials corrosion-resistant, 
brass operating parts, phosphor bronze springs, diaphragms processed to 
prevent deterioration (specially treated diaphragms are supplied for 
use on LP gas). You can recommend and install Barber Regulators for your 
customers with full confidence in satisfactory service. 


Attractive folders on this 
Regulator will be fur- 
nished free, at your re- 
quest, for distribution to 
your trade. Write for 
catalog and price list on 
Barber Burner Units for 
Gas Appliances, Conver- 
sion Burners for Furnaces 
and Boilers, and Regu- 
lators. 


Certified by A. 
G. A. Test- 
ing Laboratory. 
Sizes V4" up. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, 


BARBER -arssuns REGULATORS 


Barber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliantt 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Executive Bditor * Henry C. Spurr 
Editor * E.tswortH NICHOLS 
Managing Editor * Francis X. WELCH 
Associate Editors * New H. Durry 
DonaLp E. Rosinson 

Ratrx S. Cup 

FRANKLIN J. Toney, Jr. 

GeraLp M, WHITRIGHT 

Financial. Editor * Owen Ety 
Assistant Editor * M. C. McCartuy 


“ “ 


uBLIC UTILITIES FORTNIGHTLY .. 
inds for Federal and state regu- 
tion of both privately owned and 
pperated utilities and publicly owned 
nd operated utilities, on a fair and 
nondiscriminatory is; for nondis- 
timinatory administration of laws; 


mouthpiece of any group or faction; 

t is not under the editorial supervi- 

ion of, nor does it bear the endorse- 

nt of, any organization or associa- 
om. The editors do not assume re- 
onsibility for the opinions expressed 
its contributors. 


$1.00 a Copy 
26 Issues a Year 


Annual Subscription Price $15.00 


Public 
Utilities 


FORTNIGHTLY 


Votume XLIII MARCH 3, 1949 NuMBER 5 





ARTICLES 


What Makes a Good College 
Trainee for the Utilities? .. Robert N. McMurry, Ph.D. 


Coal—The Utilities’ Utility Howard J. Carswell 
We All Want to Be Ladies and 


Gentlemen 


Balancing of the Work Load for Gas 
Utilities 


John E. McCarthy 


Arthur Rohman 


FEATURE SECTIONS 





Washington and the Utilities 

Exchange Calls and Gossip 

Financial News and Comment 

What Others Think 

The March of Events 

Progress of Regulation 

Public Utilities Reports (Selected Preprints of Cases) .... 


6®@ Remarkable Remarks .... 
265¢ Frontispiece 


© Pages with the Editors.... 
® Utilities Almanack 


©® Industrial Progress 21¢ Index to Advertisers 





Pustic Utiuities Reports, INc., PUBLISHERS 


Publication Office ... 
Executive, Editorial and Advertising Offices ..MUNSBY BLDG., WasHINGTON 4, D. C. 


Entered as second-class matter April 29, 1915, under the Act of March 3, 

1879, at the Post Office at Baltimore, Md., Dec. 31, 1936. Copyrighted, 

1949, by Public Utilities Reports, Inc. Printed in U. S. A. 

Address all communications concerning the ForTNIGHTLY to the 
publishers at Munsey Building, Washington 4, D.C. 


3 MAR. 3, 1949 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) is 


Public Utilities Fortnightly 





y* 
2 .. with 
. 
* 
: Baw STEAM 
o td 6 °° : 
° i) 
> 
.** * ave* oe, ° 
#e 4 35 e 
> ¢e-8 Pay) e*e 
o 
a 
& 4% 
‘ * 
e of 
se: - ad 
~~! rs e 
- e 
» 
s 
« e 
. ~ s 
es « 
9 
oe 
oe 
* s$ 
e 
e . 
*s . 


Er 


BABCOCK 
2 WILCOne 





4 This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





I* these days of increasingly common- 
place and increasingly standardized 
college education, the industrial employer 
is in danger of being swamped with 
mediocrity if he depends on college 
grades, or even college degrees, per we, 
to guarantee the suitability of the pro- 
spective employee. A college degree, even 
in the old days of relative rarity, was 
never anything more than a presumption 
of knowledge. ‘ 


THIs is no reflection on the fine work 
of our overcrowded educational institu- 
tions. But it is merely being realistic to 
assume that if a greater proportion of 
our population is going to participate in 
these courses, the prospective employer, 
with a particular set of qualifications in 
mind, must be more discriminating. Ob- 
viously, the necessary discrimination 
runs not only to the degree of proficiency, 
but also the different kinds of proficiency. 
Obviously, the same young man who has 
the makings of a brilliant journalist 
might wind up as a heck of an engineer. 
What’s more, he cannot always be de- 
pended upon to sense his own aptitudes. 
He might persist in believing that his best 
talents were still in the engineering field. 


© Fabian Bachrach 
JOHN E. MCCARTHY 
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ROBERT N. MCMURRY 


THE public utility industries are 
among those which cannot afford hit-or- 
miss. and trial-and-error methods in se- 


- lecting college trainees for responsible 


utility employment. Dr. Rosert N,. Mc- 
Murry of Chicago has made a long and 
careful study of this problem. He has 
had his own consulting service in the 
fields of personnel, industrial relations, 
and market research since 1943. He is 
an authority on selective techniques, hav- 
ing been one of the pioneers in develop- 
ing patterned interview procedures. He 
has also made notable contributions in 
the fields of job evaluation, merit rating, 
and preventive labor relations. He holds 
degrees from the University of Chicago 
and the University of Vienna, and is a 
member of numerous scientific societies. 
He is a certified professional psycholo- 
gist in industrial psychology, and a fel- 
low of the American Psychological As- 
sociation. 
*x* * * * 


sm public utility operations 
reach a point where reéducation of 
employees becomes just as important as 
previous education. This happens when 
the danger signals of various public re- 
lations techniques indicate that a sub- 


6 








Public Utilities Fortnightly 








NORWALK Products are Stocked 
at Il Factory Branches 


e San Francisco © Pittsburgh 
e Los Angel 
os Angeles ©@ Washington 


© Minneapolis 

@ Philadelphia 
e Chicage 
o one ® New York 


e Cleveland ® Boston 


Service Shops in Other Cities : * Factory at South Norwalk 





HEN you need some quality control equipment in a hurry, call 

on your nearest Norwalk Valve branch. There’s a good chance 
that what you want is in stock. These convenient stocks of Norwalk 
products at 11 branches keep your installation crews working with- 
out interruption. 


Quality, workmanship and sound engineering are other good reasons 
why Norwalk leads in gas control equipment. You'll find qualified 
gas men at all 11 branches. 


If your problem has to do with the proper control and regulation 
of gas, let Norwalk give you the benefit of its years of service to the 
Gas industry. We've been at it since 1878. 











NORWALK VALVE COMPANY 


South Norwalk, Conn. 


SOLE MANUFACTURERS 
NORWALK CONNELLY 


VALVES © REGULATORS © GOVERNORS GOVERNORS e@ VALVES © REGULAT 


GAUGES © N-50 INSPIRATOR SANC~S @ MERCURY LOADERS 
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8 PAGES WITH THE EDITORS (Continued) 


stantial proportion of employees are not 
hitting it off with the consuming public. 
This is particularly true in the case of a 
metropolitan transit organization where 
safety as well as public relations factors 
are involved. 


AND even after a program of reéduca- 
tion or indoctrination with new training 
procedures is decided upon, the very fact 
that old employees are to be included 
presents a ticklish problem. Where is 
the veteran bus driver of ten years’ or 
more service who cares to go back to 
school in the same class with green re- 
cruits ? 


Tue New York City Omnibus Cor- 
poration solved this ticklish problem so 
neatly and so completely—not to say dip- 
lomatically—that we asked the president 
of that organization, Joun E. Mc- 
CarTHY, to tell us the story. He has done 
so and the article, entitled “We All Wart 
to Be Ladies and Gentlemen,” begins on 
page 286. It is a story that everyone 
connected with utilities of whatever kind 
will want to read. It contains profitable 
lessons for everyone. 


PresipENtT McCartHy has _ been 
thirty-five years in continuous service 
with the Fifth Avenue Coach Company, 
starting as a stenographer and rising to 
the top in twenty-five years. He has been 
president of the New York City Omni- 
_ bus Corporation (affiliated with the Fifth 

Avenue Coach Company) for the last ten 


years. 
ie; 2 


E were somewhat interested to note 

the emphasis placed on the “ex- 
haustible fuels” in recent testimony of 
Interior officials before the Senate In- 
terior and Insular Affairs Committee. 
Secretary Krug, Under Secretary Chap- 
man, and Assistant Secretary Davidson 
all stressed the point that while the na- 
tion is burning up its oil, gas, and coal 
at a great rate, a vast amount of potential 
self-replenishing hydroelectric energy re- 
mains unharnessed. 


WE were surprised that coal reserves 
were mentioned with any note of alarm. 
Geologists have variously estimated our 
coal reserves at from to 4,000 years, 
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©Harris & Ewing re 
HOWARD J. CARSWELL 


depending on the rate of economic ex- 
ploitation, availability of alternative 
fuels, development of synthetics, and 
other imponderable factors. 


WITH this pretty fair margin of safety 
in mind, we read with interest a manu- 
script subsequently received from an ex- 
ecutive of the Bituminous Coal Institute, 
which points out the economic relation 
of coal to other utility industries, both 
as consumers and suppliers. After read- 
ing this article, which begins on page 278, 
we agree with the implication of the title 
that coal is indeed “the utilities’ utility.” 
Howarp J. CARSWELL, author of this 
article on the importance of coal in the 
life of our public utility industries, is an 
executive of the public relations staff 
of the Bituminous Coal Institute—a de- 
partment of the National Coal Associa- 
tion in Washington, D. C. He has served 
in this capacity since 1946 when he left 
the Army as a Major on the staff of 
Yank, the Army weekly. Prior to his 
Army service, Mr. CARSWELL was for 
several years a business and financial 
writer with the New York World-Tele- 
gram. He isa native Kansan and a grad- 
uate of Purdue University. 


THE next number of this magazine 
will be out March 17th. 


x 
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Ve 
MNttt...the new 3 purpose 
CUSTOMER SERVICE COUNTER-DESK 


Here at last is the ideal unit for the small 
one or two clerk utility office. 


IT’S FIRE PROTECTED!—Designed and 
built to provide .utmost efficiency and 
operating convenience plus certified fire 
protection for its contents, the Customer 
Service Counter-Desk combines the usual 
Cashier’s Counter, Fire-resistive Safe and 
Customer Contact Desk into one compact 
unit . . . providing ample housing space 
for all Service Orders, Customer History 
Records, Service Location Records, Meter 





Copyright 1949, by Remington Rand Inc. 


History and Test Data, Ledgers, Cash 
Coupons, Meter Books and Cash Drawer. 


IT’S PORTABLE!— Unlike customary per- 
manent counters, the Counter-Desk saves 
space and can be moved about within the 
office or to a new location without costly 
alteration charges. Resplendent in Gray- 
Rite finish, the Customer Service Counter- 
Desk adds to the appearance of any office. . 
For detailed information, call our near- 
est office or write Systems Division, 315 
Fourth Avenue, New York 10, N. Y. 


Read — 
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Coming IN THE NEXT ISSUE 


* 


CALIFORNIA BUSTS ITS UTILITY BUTTONS 
A commonplace facetious remark about the utility industries 
is that they are doing more business and making less money than 
at any time in their history. James H. Collins gives us a picture 
of the particularly bustling situation in California with its sky- 
rocketing population and mushrooming industrial activities. 


PROJECTED ELECTRIC UTILITY EARNINGS 
Here is an appraisal from the investors’ standpoint of the un- 
precedented expansion problem of the industry and the tre- 
mendous amount of new capital that must be supplied. Charles 
Tatham, Jr., vice president of Institutional Utility Service, Inc., 
has projected operating profits, earnings, and expenses of the 
electric utility industry for several years in advance. 


AVOIDING EXTREMES IN RATE REGULATION 

If, according to the old adage, the truth can most often be 
found somewhere between extremes, this analysis, .by Walter J. 
Herrman, rate analyst of Commonwealth & Southern Corpora- 
tion, of the extremes as compared with the reasonable compro- 
mise in the process of regulating a utility's rate of return might 
well throw a new light or show a new approach on a contro- 
versial problem of regulation. 


RINGING THE BELL FOR RATE INCREASES 
Does the increase in the volume of telephone litigation augur a 
period of adjustment in the broad field of regulatory policy 
governing rate fixing? Bethune Jones, author of articles on 
business and government, gives us a case-by-case study of the 
way in which the courts and commissions have responded to the 
need of the telephone industry for more revenue. 


* 


A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip. 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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Can You Be Confident? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, ete.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 
proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. | 


Our record of performance for the utility industry 


is outstanding. We invite your inquiry for additional 


information. 





National or Sectional Coverage 





+ _ 
DUDLEY F. KING 


Associates: JOHN H.C. TEMPLETON * CHARLESA.NICHOLLS + PHILIP H. CARPENTER 


70 PINE STREET, NEW YORK 5&5, NEW YORK 








was in the world two opinions alike.” 


M. M, ANDERSON 
Vice president, Aluminum 
Company of America. 


James E, McCarruy 
Dean of the College of Commerce, 
Notre Dame University. 


Eprror1AL STATEMENT 
_ The Wall Street Journal. 


A, C, MonteitH 
Vice president, Westinghouse 
Electric Corporation. 


EprroriAL STATEMENT 
Chicago Journal of Commerce. 


Harry A. BULLIs 
Chairman of the board, General 
Mills, Inc. 


Atrrep P. SLOAN, Jr. 
Chairman, General Motors 
Corporation. 


B. A, Harvey 
Chairman, Louisiana State 
Minerals Board. 
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“Despite everything that we read or hear, we all know 
that there should be better understanding between manage- 
ment and labor.” 


a 


“Those who believe in the American system of free 
enterprise have, in large measure, failed to make known 
its merits, They have been bad propagandists in a good 
cause,” ; 


» 


“Corporations and their stockholders, numbered in the 
millions, are just as much affected by the high and still 
rising cost of living as is the workingman and the salary 
earner.” 


“You may be a good engineer, and still not advance 
to a position of responsibility unless you develop the 
qualifications of a leader, which will enable you to direct 
the efforts and activities of others.” 


* 


“Anyone who opposes public aid for housing, Federal 
subsidies for education, Federal handouts for health, 
thereby becomes an advocate of slums, illiteracy, and 
disease, according to the paternalists.” 


> 


“Industry must show employees that security provided 
by the government invites bureaucracy, strangling taxa- . 
tion, and loss of liberties. Employees must be shown that 
their security is related to the security of the company.” 


> 


“TI don’t think industry can continue indefinitely to ex- 
pand at the present high level. We should realize that 
means exercising prudence and intelligence, I suggest we 
do everything possible to build a better and stronger 
economic foundation for industry to operate on.” 


» 


“Let us make no mistake about it: We are in a fight 
that requires all our energies. It is a fight not only for 
the preservation of the efficiency of the oil industry. It 
is one that involves the integrity of our state govern- 
ments and, hence, of the essence of our entire form of 
government.” 


12 
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ou mean you build 3 


trucks just for 


PUBLIC 
UTILITIES? 





That’s right, mister! 

From 248 basic chassis models, your Dodge 
dealer will recommend a “.Job-Rated’’ truck that 
will fit all of your requirements. 

Your Dodge “.Job-Rated’”’ truck will fit the size 
and type of your loads . . . and your operating 
conditions. It will be ‘‘Job-Rated” throughout to 
give you maximum economy, dependability, 
and long life. 

Every ‘‘Job-Rated’’ 
truck has the right one 
of 7 “Job-Rated”’ truck 
engines .. . for top effi- 
ciency and greatest 
economy. Every other 
unit ... from engine to . 
rear axle . . . is engineered and built to fit your 
job, save you money. 

Let your Dodge dealer tell you the whole “‘Job- 
Rated” story. You'll quickly realize his story 
makes sense! And remember .. . only Dodge 
builds “‘Job-Rated” trucks. 














Fr the good of your business .b-Koted % 
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14 REMARKABLE REMARKS—( Continued) 


Dwicut D, EIsENHOWER 
President, Columbia University. 


C. Rernotp Noyes 
President, National Bureau of 
Economic Research. 


Epiror1AL STATEMENT 
The Manchester Guardian. 


Roy C, McKenna 
Chairman of the board, V anadiwm- 
Alloys Steel Company. 


KENNETH S, WHERRY 
U. S. Senator from Nebraska. 


E, T, Leecu 
Editor, The Pittsburgh Press. 


SuMNER H, SLICHTER 
Professor, Harvard University. 


LAWRENCE FERTIG 
Columnist. 


Maurice R, FranKs 
Director, National Labor- 
Management Foundation. 
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“The one thing we must attain in today’s battle is the 
preservation of our freedoms.” 


“Risk-taking on a large scale is now considered socially 
beneficial if you lose and socially harmful if you win. 
Society says in effect, ‘Heads I win, tails you lose.’” 


5 


“The natural outcome of the steel bill is now becoming 
convincingly clear: There is no point after this at which 
the advance toward the extinction of private enterprise 
in British industry could be halted.” 


* 


“Today there is a tendency on the part of those in 
political authority toward Socialism, but no one dares 
openly to attack the profit motive, The profit motive 
is the heart of our industrial civilization.” 


> 


“If business is to tolerate the imposition of controls, 
allocations, regimentation, and other police state methods, 
and submits without protest or effective resistance, then 
that kind of a program is exactly what you are going 
to get.” 

¥ 


“We are mortgaging future generations as never be- 
fore. It is being done with careless dismissal of the 
consequences, or happy optimism that somebody else will 
pick up the check, In most minds this somebody is either 
Uncle Sam or the corporations.” 


> 


“In view of the rough balance of the economy, it would 
be wise to make no tax increases beyond those required 
by the reform of the social security system and to wait 
until the beginning of 1950 before deciding what tax 
changes, if any, are required by the country.” 


“. . . this election decided what economic ideas will 
predominate in the crucial period of the next four years. 
During that time any administration which (like the New 
Deal) likes to move toward greater government control 


of our economic life will certainly find plenty of excuses 


to do so.” 


> 


“There is no need to paint a complex picture of in- 
dustrial relations, for the truth is, the answer is not to 
be found in complexities. In fact, the answer is more 
simple than many of us actually realize. It lies in an 
age-old formula, and the only trouble is that too few 


of us have learned how to apply it. I refer to the Golden . 


Rule—‘Do unto others as you would they do unto you. 
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One of its many exclusive features is the famous 
MANCHESTER POSITIVE PLATES with their 
unique lead button construction. The buttons— 
rolled strips of corrugated soft lead—are pressed 
into holes of the lead-antimony grid. Forming 
action expands the buttons and locks them se- 
curely in place. Only a comparatively small por- 
tion of the total lead is formed initially into 
active material ... the balance is available for 
gradual conversion in service. 


THE PERMANIZED NEGATIVE PLATES are 
constructed of a lead-antimony grid, or frame- 
work, with a series of vertical ribs connected by 
short horizontal bars. Bars are flush with plate 
surface... extend only part way through the 
plate... are staggered on opposite sides. The 
active material . . . sponge lead . . . is formed of 
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“Exide” and ““Permanized” Reg. Trade-Marks U.S. Pat."O7. 


vertical strips or ribbons that extend from top to 
bottom of the plate between the vertical ribs and 
is locked in place by the horizontal bars. 


The new EXIDE-MANCHEX BATTERY has a 
high, 1 minute rating. It will provide up to 100% 
more capacity in the same given space. 

LONG LIFE...LOW MAINTENANCE COST...IMPROVED 
ELECTRICAL CHARACTERISTICS...INCREASED POWER 


(watt) OUTPUT PER UNIT OF SPACE... LESS WEIGHT PER 
AMPERE HOUR OUTPUT... ATTRACTIVE INSTALLATION 


> 


BATTERIES 


1888 — Dependable Batteries for 61 Years — 1949 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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WOOD RIVER 
POWER STATION 


ILLINOIS POWER COMPANY 


he C-E Unit shown at theeleft is one of three such units now under 
onstruction for the new Wood River Power Station of the Illinois 
ower Company at Wood River, Illinois. 

Each of these units is designed to produce, at maximum continu- 
ous capacity, 450,000 lb of steam per hr at 1325 psi and 1010 F. 

The units are of the 3-drum type with 3-stage superheaters and 

ave integral plain tube economizers in the rear pass. C-E Tubular 
Air Heaters follow the economizer surface. 

The furnaces are fully water cooled, using closely spaced plain 
tubes throughout. They are of the basket-bottom type, discharging 
to sluicing hoppers. 

Pulverized coal firing is employed, using C-E Raymond Bow] Mills 


and Vertically-adjustable, Tangential Burners. Provision is made for 
future use of natural gas. B-286A 


COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 


A N AV NV 


ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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BOILERS to Meet YOUR Needs 


PRINGFIELD builds boilers in a wide 
variety of sizes and types to meet mod- 

ern utility plant needs. Springfield im 
stallations include outstanding high pres- 
sure, high temperature designs in large 
central stations as well as smaller units 
for outlying stations and standby service. 
Springfield service includes the design, 


© BENT TUBE BOILERS 


For maximum efficiency in minimum space! 
Carefully balanced Springfield designs built to give 
extra values in performance and dependability. 
Water cooled furnace. Gas flow distributed uniformly 
across width of unit. Dry steam. Minimum superheat 
variation over wide load range. Built in any capa- 
citv from 10,000 Ibs. up. 


fabrication, and erection of units complete 
with firing, draft, and control equipment 
—all taken under a “Single Responsi- 
bility” contract. We will be glad to submit 
proposals covering. your requirements. 
Write to our main office in Springfield, or 
see your nearest Springfield representa- 
tive. Descriptive literature on request. 


© STRAIGHT TUBE BOILERS 


A design preferred by many engineers. 
Big overload capacity; quick response to loads. 
High availability; less outage. Every quality feature 
you want in a boiler. Specially designed for cap- 
acities to 450,000 Ibs. per hour and higher. Spring: 
field patented center water wall construction 
available for large units. 


© TYPE M STANDARDIZED BOILERS 


Standardized for quicker delivery 
.. lower cost. 12 sizes to choose from, ranging 


from 6,000 to 17,000 Ibs. 


per hour. Built 


like a“’BIG PLANT” boiler—for the smaller 
plants! Water-cooled furnaces — all of 
Springfield's finest quality features. 


SPRINGFIELD 


1960 E. Capitol Ave. 


CO. 


BOILER 


Springfield, Illinois 


Worldwide Sales and Service 








~ 
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A Memphis utility* makes the dirt fly with 
this unique digging tool on a 26-inch gas pipe 
line job. It will connect the city with a larger 
36-inch line to increase the gas supply. 
The versatile unit does its job well and a 
DITCH big reason why is the duende International 
U-9 gasoline power unit. There’s always plenty 
DIGGIN’ of power on tap to do the work. And the 
thrifty engine gets the most out of every gal- 
lon of fuel. 
ENGINE... Take a leaf from the notebooks of “market- 
wise” manufacturers of industrial equipment and 
when you need power— “Buy International.” 
Your International Industrial Power Dis- 
tributor or Power Unit Dealer is ready to 
supply and service the International power 
and equipment you need. Let him fill your 
requirements and watch the work get done 
faster and cheaper. 








INTERNATIONAL HARVESTER COMPANY «CHICAGO 





2} pa a phis Gas, Light & Water Co, 
The International U-9 gasoline Power Hear James Melton ‘‘Harvest of Stars” 
Unit—41 h.p. at 1500 r.p.m. every Wednesday evening « CBS 














se" INTERNATIONAL 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








20 Public Utilities Fortnightly 





Your customers’ bills 
may point the way! 


N ANALYSIS of your customers’ most Send for FREE booklet 
recent bills may disclose certain im- : , 
portant trends... Get the facts about this accurate and economical 


trends that will point the way to you analyses method of your customers’ usage data. 


for planning rate and promotional pro- Write to us today for “The One-Step Method 

— of Bill Analysis.” You will be glad you did! 
Made regularly 

Many utilities all over the country regu- This Bill Frequency Analyzer automatically classifies 

larly have such analyses made. and adds in 300 registers—in one step! 


But these analyses are not turned out 
in utilities’ offices—they are done on the 

special public utilities machines of the 
Recording and Statistical Corporation. 

And for very good reasons: 

Executives of utilities are finding that 

they can get accurate and helpful data in 

one-half the usual time—and at one-half 

the usual cost! 

These tabulations are made on specially 
designed electro-mechanical equipment. 
As many as 200,000 bills can be analyzed 
each day by our trained personnel. 


The cost to you is only a small fraction 
of a cent per item! 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue New York 13, N. Y. 
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J American Concrete Pipe Association begins annual convention, ae, Va., 1949. 
{ Annual Radio Conference on Station Problems begins, Norman, Okla., 1949. 





{ American Society for Testing Materials ends spring meeting and committee week, 
Chicago, Ill., 1949. 





s | er Utilities Association will hold annual convention, Tulsa, Okla., Mar. 17, 





{ Exposition of Electrical Progress ends Kansas City, Mo., 1949. 








{ Missouri Valley Sige Association, Accounting Committee, begins meeting, t) 
Kansas City, Mo., 1949. 





9 Construction Industries Association begins meeting, Washington, D. C., 1949. 





{ Chicago Television Council ends national television conference, Chicago, Ill., 1949. 








7 a of Radio Engineers ends national convention and exposition, New York, N. Y., 





¥ Eastern Conference of Radiologists begins convention, Washington, D. C., 1949. 





{ Texas Telephone Association will hold annual convention, Dallas, Tex., Mar. 21-23, 1949. 





q al Electrical Manufacturers Association begins winter convention, Chicago, Iil., 
1949. 








{ American Gas Association begins eastern natural gas regional sales conference, ‘) 
Pittsburgh, Pa., 1949. 





{ Kentucky Independent Telephone Association begins convention, Lexington, Ky., 1949. 
{ American Railway Engineering Association begins meeting, Chicago, Ill., 1949. 














4 Conference for Protective Relay Engineers ends, College Station, Tex., 1949. 
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What Makes a Good College 
Trainee for the Utilities? 


Consideration of seven important qualifications, 

other than technical competence, which bear on 

successful employment. Why so large a percentage of 
candidates fail after a year or more of training. 


By ROBERT N. McMURRY, Pu.D.* 


TILITY companies are always 
confronted with the problem of 
securing capable people who can 
be trained for responsible jobs in 
technical, engineering, financial, office, 
| and administrative departments. A 
good source of possible candidates is 
the various colleges and universities 
where students have exhibited some 
| degree of academic specialization and 
thereby displayed some preference for 
one field over another. 
The recruiting of college seniors is 
usually characterized by a great deal of 


“For additional personal note, see “Pages 
With the Editors.” 
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emphasis upon academic achievement, 
high intelligence, and good personal 
appearance. However, it is question- 
able whether academic achievement, 
I.Q. score, personal appearance, and a 
variety of standard tests give a sound 
basis for the employment of college 
trainees. The high rate of turnover 
among college trainees has led us to 
make a special study of this group. 
The study, upon which the follow- 
ing analysis is based, involves 1,167 
college trainees chosen by 247 com- 
panies over a period of thirteen years. 
Of that group of trainees, only 58 per 
cent were adjudged able and suitable 
MAR. 3, 1949 
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after a year or more training. The 
median value of the expense of train- 
ing each one of these young men was 
placed at $2,750 during the first year. 
That does not include the intangible 
costs such as supervision, spoilage, 
lower department morale, etc. When, 
as reported by one company, only six- 
teen of the thirty-one trainees were 
with it at the end of the first year, 
the actual loss was $41,250. Not only 
did it incur the loss, but the task 
of filling the ranks had to be started 
over again with one year wasted. 

Of the 1,167 trainees involved in 
this study, 42 per cent (or 490 
trainees) proved unsatisfactory or had 
left before the end of the year. The 
total cost to their companies would be 
$1,347,500. Multiplied many times for 
the many trainees who fail, the cost 
to American industry is large. 

What factors are responsible for the 
failure of many college trainees and 
why is it that recruiters do not spot 
those factors in advance? 

Our study of the behavior of col- 
lege trainees on the job indicates that, 
other than technical competence, seven 
major factors are involved in the 
dynamics of the situation. 


F OccuPATIONALLY STABLE. It is 

important that men be hired who 
will stay in the program long enough 
to bring a return to the utility com- 
pany for the money invested, and, more 
than that, advance to more responsible 
positions. Some bright young men 
have never acquired the habit of stay- 
ing at one activity or in one place for 
an extended period of time. They are 
always “looking around.” When asked 
the question: “Are you interested in 
joining our company as an executive 
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trainee in sales, engineering, finance, 
etc.?” the obvious answer is “Yes,” 
especially if the utility has a dis. 
tinguished name. But, unfortunately, 
this will not guarantee that the trainee 
will remain with the company for any 
extended period. 

Some college men have strong but 
transient enthusiasms for different 
fields. One good student tried engineer. 
ing for one year, business law another 
year, a third year economics, and 
finally wound up a major in mathe- 
matics, Here, because of mathematical 
talents, he was chosen by a recruiter 
to work in the accounting division of 
a power and light company. 

However, his basic instability soon 
made itself felt in passing enthusiasms 
for different aspects of his job. Tasks, 
energetically begun, fell by the way- 
side, unfinished or barely finished to 
the office manager’s satisfaction. The 
trainee would overlook important in- 
structions, or forget to relay vital in- 
formation to the manager. His inter- 
ests ran off into all directions because 
he was basically unsettled, always 
seeking to try something else, and al- 
ways only momentarily enthusiastic. 


I’ another case, a bright student, 
chosen as a trainee in sales, turned 
out to be equally unstable—but his 
instability was related to an uncon- 
scious feeling of inadequacy. During 
the first few months of his employ- 
ment, he would bring his completed as- 
signments, no matter how minor, to 
the attention of his superior. He 
elaborated upon the regular duties of 
his job in order to gain attention and 
approval. He would tell his associates 
about his “difficult assignments” and 
how well he performed them. 
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After several months of this, his co- 
workers began to avoid him, and his 
superior found it increasingly difficult 
to spend time in listening to the 
trainee’s “apple polishing,” which was 
really the trainee’s way of seeking face- 
to-face approval and reassurance. 

At the end of seven months, the 
young man quit after telling his as- 
sociates how unfairly he had been 
treated, how company promises were 
not kept, and how the others could ex- 
pect little advancement under the 
present management. Yet such inher- 
ent tendencies in this young man could 
well have been spotted in advance. 


UNCOMFORTABLE WHEN IDLE. 
2 Every man, when asked directly 
if he is industrious, energetic, de- 
sirous of achievement, will promptly 
reply in the affirmative. No other 
answer is possible. Yet the truth is, 
as everyday evidence indicates, that not 
all men have an industrious character, 
not every young man will labor steadi- 
ly, voluntarily, conscientiously, and 
productively on his assigned tasks and 
duties. 

The intelligent student who finds 
schoolwork easy, who has never had 
to earn any of his own spending 
money, who has had his way through 
school paid by others, who has idled 
his summers away at resorts or in pure- 
ly pleasurable activities, has never de- 
veloped the habit of working hard. 


e 


That sort of person, in private indus- 
try, never voluntarily chooses hard or 
stubborn tasks, never willingly takes on 
responsibilities unless specifically desig- 
nated for him, and in general is a 
“clock watcher.” Late work is anathe- 
ma with such people, no matter what 
the emergency. 

Another nonindustrious type is the 
young man who is so anxious to 
achieve status, prestige, and money— 
usually found at or near the top of the 
ladder—that he is impatient with the 
intermediate steps and therefore never 
performs his duties with diligence and 
interest or any passable degree of in- 
dustriousness, He also is outraged 
when others are promoted ahead of 
of him. 


N these latter cases, achievement is 

unconsciously evaluated only in 
terms of private offices, private secre- 
taries, conferences, memoranda to the 
president, etc. No intermediate job 
holds enough of these elements to in- 
terest such a young man, with the re- 
sult that work is performed perfunc- 
torily, responsibilities are shifted to 
other people wherever possible, mis- 
takes are explained by blaming inade- 
quate instructions, or poor cooperation 
from other people or other depart- 
ments. 

The industrious character, however, 
is uncomfortable—and may make 
others ill at ease—if required to re- 


“THE intelligent student who finds schoolwork easy, who 
has never had to carn any of his own spending money, who 
has had his way through school paid by others, who has idled 
his summers away at resorts or in purely pleasurable activi- 
ties, has never developed the habit of working hard.” 
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main idle, and is usually motivated by 
a desire to achieve. That achievement, 
in such young men, expresses itself 
in diligent labors, a drive to finish con- 
structive tasks, and no particular yen 
to find an easy way to earn a living. 
That sort of man is realistic in accept- 
ing the bad with the good, the late work 
with the paid holidays; and the rare 
Sundays which require his presence at 
the office give rise to little more than 
good-natured grousing. 


THE ABILITY TO FOLLOW A 

e PATH TO THE END. The ability 
to persist in an activity despite difficul- 
ties and obstacles, and to finish what 
he has started, is characteristic of good 
young men. Many people become dis- 
couraged too easily when confronted 
with complicated procedures involved 
in securing raw materials, in working 
out production schedules, in expediting 
parts, etc. 

Young men starting in business ca- 
reers expect to be instructed and given 
some help over the rough spots, Some 
need more support than others, How- 
ever, it should not be necessary to give 
this support indefinitely, or even for a 
prolonged period, in order to make sure 
that projects are completed. 

Too often, a young man will, only 
halfheartedly, follow out a matter 
until its final conclusion. Such a char- 
acter is reluctant to do tasks or any- 
thing which appears to go outside his 
exact instructions or which has to be 
pursued through difficulties. 

Again, even in the familiar areas of 
office routine, files are not complete or 
the final action not taken, job analysis 
figures are too complicated to handle, 
credit figures require trouble to com- 
pile, cost data require assemblage of 
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figures from several different depart- 
ments—all these are tough assignments 
for trainees, and require perseverance, 
But the interest of some men dwindles 
as complications develop. 

This sort of character is usually the 
product of homes in which love and 
protection enshrouded them like a 
strait jacket. Most of these boys were 
rarely if ever reprimanded for failure 
to do their best, or even scolded for 
not coming up to standard. If their 
spelling was worse than that of their 
classmates, the excuse was that the 
teacher favored other children, If 
they took music lessons, they were 
rarely required to knuckle down and 
practice regularly or do as well as they 
could, Where the child did exhibit any 
perseverance along any lines, it was 
only permitted to develop if it lay along 
the avenue dictated by the parents. 


His Goats Are Nort Eoo- 
4. CENTRIC. Almost every business 
demands that its employees put the 
company’s interest before their own 
and, if necessary, requires that the em- 
ployees, on occasion, go beyond the 
ordinary requirements of their jobs 
and put in a few extra licks for the 
company. 

A man with ability to project his 
ambitions and unite those with com- 
pany welfare and company goals, is 
more apt to be successful at his tasks 
within an organization than where the 
reverse is true. But that requires a par- 
ticular type of personality. 

Young men who have had sheltered 
lives either as only children, youngest 
children, or sickly children, etc., who 
have been protected by overzealous 
parents, very often become demanding 
adults and continue to expect others 
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Responsibility of Making Decisions 


“.. some men never learn to make decisions because they are basically 
afraid of responsibility. They will avoid decisions whenever possible, ask 
associates for opinions on what to do, confer with the department head’s 
secretary on what she thinks he ought to do, throw responsibility on 
other people for decision making, and, in general, avoid making judg- 
ments on anything but the most obvious and immediate matters.” 





to do for them. They have no drive 
towards doing for or contributing to 
others. Company or team loyalty is a 
wider concept than these individuals 
are capable of grasping; their usual 
images are ego-centered, and they ap- 
proach all problems from the point of 
view of looking out for themselves 
first. 

This type often has little regard 
either for company property or com- 
pany funds, sneers at employees who 
persist on staying overtime in order to 
finish some assigned task, and often 
takes short cuts on company policy and 
company procedure, 

The concept of codperation and 
teamwork is almost foreign to this 
nature, and loyalty to superiors or de- 
partment is rejected. By the same token, 
this type would work best alone were 
it not for the fact that this variety is 
also a show-off, and hence needs some 
audience to express himself. But his 
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expression is solely in terms of personal 
glory—e.g., being overdressed, spend- 
ing money too carelessly, a braggart, 
a “lone wolf,” etc. 

It is this type of man who almost 
invariably resents anyone else’s promo- 
tion, refers to them as “the manager’s 
pets” or worse, and generally speaks 
critically of the company and company 
plans. 


ABLE TO FEND FOR HIMSELF. 
5 e In every job there is a degree of 
self-reliance involved. As jobs go up 
in status and power, they affect more 
people. Top executives’ decisions affect 
most of the people in a business, 

The ability to make decisions is a 
part of self-reliance. Junior men in 
departments are always called upon to 
make minor decisions. This may occur 
either when their superiors are out of 
town, home ill, or otherwise not avail- 
able. They must also, as part of their 
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own work, make some decisions, and 
gradually, if they are going to succeed, 
acquire the habit and ease of making 
more decisions involving matters of 
increasingly greater complexity and 
affecting more people. 

However, some men never learn to 
make decisions because they are basi- 
cally afraid of responsibility, They will 
avoid decisions whenever possible, ask 
associates for opinions on what to do, 
confer with the department head’s sec- 
retary on what she thinks he ought to 
do, throw responsibility on other people 
for decision making, and, in general, 
avoid making judgments on anything 
but the most obvious and immediate 
matters. 

This variety of trainee may speak 
well, have good manners, and be par- 
ticularly adept on rationalizing his 
arguments on why the decision falls 
into somebody else’s bailiwick. Because 
of his verbal facility, he is usually be- 
lieved. But the fact remains that he is 
usually never caught making a wrong 
decision because he avoids all decisions. 
Yet by his mode of operation, he an- 
tagonizes his associates and creates a 
resentment against his actions. 
sll 
H: is happiest, of course, when 

company policy and decisions are 
made by others and he is left to follow 
up some details—which he will do well, 
provided no obstacles present them- 
selves. Then, since these may require 
some forthright diligence and self- 
reliance, he will only half finish the 
task, and blame others for failure to 
carry out their tasks. 

As a rule, he works on the problem 
which requires the least direct respon- 
sibility and self-reliance for solution. 
In one case, an electrical engineering 
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trainee worked well for a time, but 
it became increasingly evident that he 
seemed to have difficulty in making the 
necessary decisions and completing his 
assignments without undue consulta- 
tion with his superior. He began to feel 
that the company was letting him down, 
giving him more responsibility than 
was logical for one man to assume, and 
was making his job more difficult 
rather than assisting him in doing his 
job properly. 

At this point we interviewed him, 
since he was being considered for trans- 
fer to another company plant. The 
trainee disclosed that he was the young- 
est of three children and the only boy. 
He was idolized by his sisters. His 
father, an engineer, induced the boy 
to study electrical engineering ; in fact, 
the father carefully chose the subjects 
the boy took every year,'and joined in 
on every decision the boy had to make. 
The boy never outgrew that support, 
and in industry could only produce 
when he had a benevolent superior, He 
would make no steps on his own. 

After three more months with the 
company he left of his own accord, tell- 
ing his supervisor that he was being 
given more work than other trainees, 
and was expected to turn it out “single- 
handed.” 


Has Socrat Exasticity. The 
¢ ability of any man to make and 
hold friends, to maintain good working 
relationships with others, and to ob- 
tain good personal acceptance by 
others, is extremely important in jobs 
which require direct face-to-face con- 
tacts. 
The ability “to get along with other 
people” is only in part an ability to be 
friendly with others. In good part, it 
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is also the ability to accept criticism, 
to accept differences of opinion, to ac- 
cept the fact that associates may be 
rivals without rivalry. 

In all business, no matter at what 
level, men gather together to discuss 
some common departmental problem 
and reach a mutually satisfactory solu- 
tion. True, the department head has the 
last word to say, but suggestions are 
freely given, accepted, or turned down. 

Occasionally, a college trainee will 
turn out to be a sharply competitive, un- 
comfortably critical person, who re- 
gards all his associates as rivals, and 
who unnecessarily criticizes their con- 
duct and work. Such an individual is 
fiercely bitter in departmental confer- 
ences if his judgments and suggestions 
are not wholly and completely accepted. 
Rejection of any part of his sugges- 
tions is regarded by him as an indict- 
ment of his honor and integrity. He 
will even go so far as to urge the de- 
partment head to fire or transfer some 
other individual who, by chance, has 
consistently rejected his ideas in whole 
or in part. 


y= such individuals may have 
excellent intelligence and good 
judgment involving materials, their 
conduct invariably is keyed to forcing 
others to codperate with them rather 


than meeting colleagues halfway. 
Where their (unconscious) aggressive 
tactics arouse reactions, they endeavor 
to label all others as uncodperative. 
Should their opinions be by-passed, 
they will sulk and pout and criticize 
the work of associates. 

The inevitable result of such pro- 
longed behavior is a department broken 
up into cliques, with groups pulling 
against each other. Responsibility for 
mistakes is shifted by one group to 
another, and errors are magnified far 
out of proportion to realities. 

What was originally planned to be 
a departmental team turned out to be 
two or three minor teams, sniping at 
each other, while the team play is rele- 
gated to a minor réle, and performed 
only when the department head is alert 
to the results. 

Individuals who do not have the 
habit of working consistently with 
other people, of living through the 
ordinary give-and-take of business | 
life, of making room for other people’s 
opinions and judgments, do not, as 
a rule, work out satisfactorily as 
trainees. They may be successful as de- 
partment heads, but only if all their 
employees are “yes men,” and confine 
their decisions to chiming harmonious- 
ly with the expressed opinions of the 
chief, But as a worker in the vineyard, 
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tain good working relationships with others, and to obtain 


q “THE ability of any man to make and hold friends, to main- 


good personal acceptance by others, is extremely important 
in jobs which require direct face-to-face contacts. The abil- 
ity ‘to get along with other people’ is only in part an ability 
to be friendly with others. In good part, it ts also the ability 
to accept criticism, to accept differences of opinion, to ac- 
cept the fact that associates may be rivals without rivalry.” 
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such trainees invariably cause trouble. 


Can EXERCISE AUTHORITY 
© wiTHOUT BEING BELLIGERENT. 
Trainees who come in at the bottom 
of the ladder are not expected to start 
out in positions of leadership. They are 
expected to follow orders and keep 
their eyes and ears open. None the less, 
a trainee who does not possess certain 
basic traits will not develop into a 
leader, nor will he inspire confidence 
into a staff or a department even after 
years of experience. 

It is important that a trainee must 
want to be a leader. Quite often, the 
unconscious desires of some men are 
not to lead people, but to accept instruc- 
tions and follow directions. Some men 
are frightened by responsibilities and 
(unconsciously) avoid administrative 
burdens. 

On the other hand, there are men 
who enjoy being supervisors, not 
primarily because of the power which 
it permits them to exercise, but because 
of the wider achievement it permits 
them to gain, Such men usually regard 
subordinates as human beings, with 
consideration of their feelings, their 
status, desires, etc., and gain effective- 
ness by inspiring confidence, admira- 
tion, and trust. 

On the other hand, a common sight 
is a department head or chief assistant 
who regards his subordinates as hired 
“hands.” Since his orientation and de- 
sires are upward, he sees no reason 
for being polite, considerate, or even 
personable with those beneath him. He 
is apt to be arrogant and harsh, arbi- 
trary in his demands, and capricious 
in his instructions. His qualities as a 
leader — even with the small handful 
over whom he holds authority—is nil, 
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and the turnover in his area is therefore 
high. 


BE Si ancguener who are apt to develop 


into such characters are usually 
indifferent to those around them. Some 
want to get ahead so fast that they will 
climb all over everyone in the organiza- 
tion in so doing. They will invariably 
arouse antagonisms in others on their 
level, and resentment in people be- 
neath them. 

Some trainees, because of feelings 
of inadequacy, will exercise authority 
with belligerence, and force codpera- 
tion by fear. Organizations ruled by 
such executives are usually filled with 
anxieties and fear, and executives 
down the line are often too frightened 
to attempt to make independent judg- 
ments or decisions of their own, 

Such trainees are usually able people 
as far as intelligence and ability to or- 
ganize materials are concerned. But in 
one area they are totally deficient. 
They are at a loss to foresee the con- 
sequences of their decisions as far as 
people are concerned. They have no 
feeling for empathy —1.e., ability to 
put themselves in the other fellow’s 
shoes—and will bull through a decision 
no matter what black hatreds are 
aroused. 

Sr Bice 

I“ looking at these seven character 

traits, it may be interesting to 
notice that these are really part of a 
deeper and wider personality structure. 
In essence, anyone who is stable, indus- 
trious, persevering, loyal to others, 
self-reliant, compatible with fellow 
workers, and willing and able to lead 
people, is basically a mature person. 
Absence of these traits, or any one of 
them, indicates emotional immaturity 
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Working with Other People 


‘ Damn resr who do not have the habit of working consistently with 

other people, of living through the ordinary give-and-take of busi- 

ness life, of making room for other people’s opinions and judgments, do 
not, as a rule, work out satisfactorily as trainees.” 





—i.e., the failure of an individual to 
grow up emotionally. 

What, therefore, is basically in- 
volved in evaluating college trainees— 
as with other personnel—is the degree 
of emotional maturity they have 
achieved in relation to the particular 
job involved. Immature people are not 
strangers to us. Well over half the 
population is immature in some area 
or other. Some of the exhibitionists 
(show-offs), for example, have capi- 
talized on it, and we enjoy their 
dramatic work. 

On the other hand, a cost clerk’s job 
in the accounting department calls for 
no such display, nor is a high-speed 
machine ‘safely manned by a day- 
dreamer. 

Immaturity, unfortunately, is diffi- 
cult to recognize. As immature persons 
grow up, they often become skillful at 
justifying or concealing their childish 
characteristics. They become adept at 
excuse making, they learn to be affable, 
even persuasive, and often are very 
personable, It is for that reason that 
college recruiters are often misled when 
they are unduly influenced by academic 
achievement, high I.Q., and good per- 
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sonal appearance of potential trainees. 


How® while academic achieve- 
ment is desirable, it is not-neces- 
sarily a sign of ability to work face- 
to-face with other people in ordinary 
business situations. The “greasy 
grind,” as he is sometimes called by 
less able students, may be able to pro- 
duce well under circumstances which 
reward personal effort and personal 
achievement, but where his efforts must 
be confined with others, on a harmoni- 
ous basis, there is no reason to believe, 
on his evidence alone, that he will func- 
tion more satisfactorily than some 
other student with lower grades. 

Then, also, there are men who, be- 
cause they found college work easy, 
never developed strong habits of in- 
dustriousness. As a result, when con- 
fronted with the problems of practical 
business and with strong competition 
usual in specialized fields, they become 
bewildered and lost. They take refuge 
in shifting responsibilities and avoid- 
ing decisions. 

Turning to high I.Q.’s, here, too, 
such a quality is helpful, but to what 
extent? Trainees with extremely high 
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1.Q.’s are occasionally recruited for 
jobs which require only an ordinary 
intelligence. The extra margin of in- 
telligence, so to speak, is usually not 
employed in doing the job better be- 
cause there is usually a pattern which 
the job must follow. The result in some 
cases is that the young man with the 
high I.Q. will soon get bored with his 
job, and irritable with the people 
about him. 


Ge such case recently made that 
point clear. The young man had 
been recruited into the sales depart- 
ment of a large meat packer, Whole- 
sale meat selling is complicated, but 
not complicated enough to employ the 
high I.Q. of this trainee. At the end 
of six months he was quarreling daily 
with his sales manager. He soon left 
to take a job as a sales trainee with 
an electric utility where his high-level 
intelligence was put to better use in 
calling on engineers and conferring 
with them (i.¢., “selling” the highly 
technical products his company pro- 
duced). 

High I.Q.’s are worthy of respect, 
but the important point is that a train- 
ee’s intelligence must be geared to the 
job, to the product, to the personnel 
and customers involved. An Albert 
Einstein would probably fail as a sales- 
man of meat products, but probably 
do well explaining and selling the vir- 
tues of a new astronomical telescope. 

Finally, recruiters are always im- 
pressed by appearance, Recruiters who 
seek sales or executive trainees, for ex- 
ample, invariably seem to grope for the 
tall, manly type, the kind which, as in 
the movies, always inspires confidence 
by his forthrightness, by his poise, his 
dignity and personality. This is an un- 
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conscious but common error made by 
interviewers who are using a reverse 
twist on the methods of the Italian 
psychologist, Lombroso. 

Lombroso, it will be recalled, issued 
all sorts of manuals on “the stigmata 
of degeneracy.” Criminals had certain 
physical characteristics, said Lom- 
broso: ears of certain dimensions, low 
foreheads, heavy jaws, thick fingers, 
etc. The theory was soon exploded 
when it developed that many of the 
Italian clergy and nobility of his time 
also had some of these characteristics. 


HERE is no “executive type” or 

“sales type” or “engineering type” 
or “bookkeeper type,” despite the cast- 
ing used in the movies which merely 
reinforce our prejudices in that direc- 
tion. 

Unfortunately, unless interviewers 
are sharply on guard against this 
tendency, they are apt to be led astray 
by such personal biases and predilec- 
tions. 

Also, as part of this bias, is the in- 
terviewer’s aptness to choose men who 
appeal to him personally, Sometimes, 
interviewers choose men who (un- 
consciously) remind them of their 
sons; occasionally they lean towards 
some physical characteristic which 
charms them—e.g., red hair, blue eyes, 
hairy or hairless hands, or conservative 
clothes, or “collegiate” clothes, etc. 
These biases are hardest of all to 
eradicate in making choices of college 
trainees, but it can be done. 

The answer to the problem of how 
to choose proper college trainees is 
twofold: (1) Keep clearly in mind the 
qualifications for the job, and (2) use 
a patterned interview which permits 
the interviewer to explore all facets of 
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the applicant’s background. This latter 
will give the interviewer a factual 
basis for judging whether the trainee 
does have the qualities the company 
seeks — and this judgment must be 
made upon a careful evaluation of what 
the candidate has done rather than on 
what he says he will do. 


I N cases where that has been done, the 

degrees of success have been high. 
According to W. A. Williams, man- 
ager of the personnel division of the 
Studebaker Corporation, ninety-two 
trainees were taken on from January, 
1947, through June, 1948, Of that 
ninety-two, only one trainee left to re- 
turn to Harvard for graduate work, 
and one trainee resigned because of ill- 
ness, The graduate student, incidental- 
ly, asked merely to be granted a leave of 
absence, desiring to return after 
another year of schooling. The remain- 
ing ninety trainees proved highly 
satisfactory. 

In another instance, the case of 
Servel, Inc., where thirty-four sales 
and sales engineering trainees were 
taken on after validated selection pro- 
cedures were used, only one trainee left 
in the period from July, 1946, through 
October, 1948. The one trainee who 
left did so to enter a family business. 
Such was the report of Gilbert Schade, 
sales personnel supervisor. 

Where the same patterned interview 
and procedures were utilized by Wie- 
boldt Stores, Inc., the experience was 
equally favorable. Of the twenty-nine 
applicants evaluated by such methods, 
ten were chosen for employment, All 
are still employed there after two 
years; six trainees having received 
promotion since completion of the 


training program, three having re- 
ceived two promotions, and one has 
had four promotions including two at 
the executive level—according to the 
report of S. J. Fosdick, divisional vice 
president and general personnel man- 
ager. 


is the case of Walgreen Drug Stores, 

which operate over 400 stores on a 
nation-wide basis and employ 17,500 
people, the techniques were applied not 
only to trainees, but to the selection 
of other employees of the company. 
The resultant experience was cited by 
T. G. Crawford, personnel director, 
in an address to district managers and 
executives during the company’s an- 
nual meeting in Chicago, September, 
1948. Said Mr. Crawford: 


During the past year you have done 

a very commendable job in the reduc- 

ing of employee turnover. After all, 

employee turnover begins with poor 
selection and poor selection starts with 
poor interviewing. Company employee 
statistics show that employee turnover 
in the 12-month period from July, 

1947, to June 30, 1948, was reduced 

by 12 per cent as compared to the pre- 

vious year’s turnover in the same 
riod. This reduction resulted in a 
ge saving to the company based on 

a minimum of turnover cost per em- 

ployee. 

The problem of college trainees 
would not be a serious matter were 
it not for the fact that most top execu- 
tives of the next generation are ex- 
pected to come from such present-day 
trainees. Where they are well chosen, 
realistically evaluated by validated pro- 
cedures, they are a great asset to their 
companies, Where, however, they are 
badly chosen, they generally prove to 
be failures. 
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Coal—The Utilities’ Utility 


We hear much these days about the importance of hydroelectricity. 
But the fact that total practical development of all hydro sites in 
the United States would supply less than one-fourth of the nation’s 


power 


demand in the future should focus more attention on the 


truly basic source of electricity—coal. Gas utilities and railroads as 

well must also look to this fundamental fuel source, which sells nearly 

half of the total tonnage produced in the form of raw fuel for 

various public utility industries, including railroads. In addition, the 

increasing importance of coal as a customer as well as a supplier 

lends added significance to this analysis of the relationship between 
the coal industry and the public utilities, 


By HOWARD J. CARSWELL* 


HE public utilities serve our civi- 

; lized mode of living as do the vi- 

tal organs in the human anatomy, 
for without electricity, heating gas, 
pure water, and the distributive circula- 
tory function of railroad transporta- 
tion, there would be economic paralysis 
—quickly. And as food energizes the 
human body, so the public utilities must 
feed on basic raw energy, too, and that 
is the truism which takes us into the 
story of coal. 

Coal, iron, and the steam engine 
made possible the Industrial Revolu- 
tion which advanced enlightened man- 
kind out of the Dark Ages of medie- 
valism, and today its significance is 
no less real. In fact, its fundamental 
abundance is such that coal is Ameri- 
ca’s principal long-term reliance for 
solid, liquid, and gaseous fuels. In 


*For personal note, see “Pages with the 
itors. 
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England, it was coal which — aside 
from being fuel—supplied the capital 
for the beginnings of industrialization. 
It was cargo and fuel for the ships 
which spread world commerce and the 
course of empire, and doomed the sail- 
ing vessel for oceanic freight. It also 
paid for British food imports. 
James Watt’s practical, condensing 
steam engine proved itself in English 
coal mining, where it was applied to 
pumping out water and driving ven- 
tilating fans. In those times, men or 
animals would laboriously drag tubs 
along the underground passageways 
until an inventive mind contrived to 
place the tubfuls of coal on wheels for 
pulling over wooden rails, That, to- 
gether with the practical steam engine, 
established the principle of railroad- 
ing; and, throughout mankind’s prog- 
ress since then, the railroads and 
bituminous coal industries have been 
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vitally interdependent, for each has 
been the other’s best customer. 

The heating gas industry grew up 
on coal too, Steel makers and mer- 
chant coke producers supplied the raw 
chemicals for pioneering the amazing 
“Chemical Revolution” in which the 
chemistry of coal tar developed an 
astonishing legion of products of syn- 
thetic chemistry—a few being aspirin, 
sulpha drugs, synthetic vitamins, 
saccharin, soil fertilizer, TNT ex- 
plosives, perfumes, food colors, dye- 
stuffs, plastics, nylon, and so on. Coal’s 
role in heating gas is too old a story 
for review here, yet the progressive 
technology today of bituminous coal 
gasification offers a great significance 
to the future. It is in point that natural 
gas (methane) is really the gaseous 
hydrocarbon phase of liquid petroleum, 
and our heedless exploitation of this 
exhaustible fuel resource will some day 
end in exhaustion. 


Sisk Thomas A. Edison invented 
the incandescent lamp sixty years 
ago, coal has been the basic fuel for 
manufacturing electricity. Even if all 
of the potentialities for hydroelectric 
generation were developed in this coun- 
try, it is calculated that hydroelectric 
power could not supply more than 20 
per cent of the present total production 
of energy. In 1920, the electric utilities 
consumed 6 per cent of the bituminous 
coal produced in the United States; 
and by 1948 this market had swollen 
to about 18 per cent, or 96,000,000 
tons. As the electric power and light 
industry urgently expands its capacity, 
it looks like 105,000,000 tons will be 
required during 1949, with the steady 
uptrend continuing, In fact, the manu- 
facture of electricity in 1949 is bitumi- 
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nous coal’s largest single market, and 
coal men foresee the time when the 
electric utilities will be needing 150,- 
000,000 tons a year. 

In summary, the bituminous coal 
consumed in the United States in 1948 
was as outlined on page 280. 

Obviously, the machine age in bitu- 
minous mining has a basic significance, 
for the mechanized efficiency of pro- 
ducing coal cheaper and faster governs 
the fuel costs to the public utilities and 
other consumers, This electro-mechani- 
zation of process, above ground as well 
as underground, is accentuating. Aside 
from existing markets, there loom on 
the horizon newly great potentialities 
in the;commercial manufacture of syn- 
thetic oil and the coming gas turbine 
power plant. 


H™ mining wages provide the 
compulsion, yet thus far the sav- 
ings achieved by using machines in lieu 
of hand labor have been more than 
offset by the rising trend of wages paid 
to the mining labor force—even be- 
fore the 20-cents-per-ton royalty levy 
for supporting the $100-per-month 
old-age pension system and other bene- 
fits. The bituminous miner today is 
the highest paid workman among the 
158 mass-production industries on 
which the U. S. Bureau of Labor Sta- 
tistics compiles earnings data. Many 
thousands of them earn $400, $500, 
and some $600 or more monthly ; and, 
consider that 55 to 60 cents of the sales 
dollar at the mine is paid out as wages. 

Bituminous coal mining must be 
efficient, and its mechanized pro- 
ductivity is outstanding among coal- 
producing nations. The American 
miner working at the face of the under- 
ground coal seam produces four times 
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per man-day what his British cousin 
does, and earns two to three times more 
pay. He works in safer mines—1948 
made a new record in the consistent 
trend of improving mining safety in 
the United States. The American haul- 
age man-day averages ten times the 
tonnage of the British experience ; and 
the American labor cost per ton is sub- 
stantially less than that of the British, 
due to our mechanized productivity. 
With 78 per cent more miners the 
British get out about 36 per cent as 
much bituminous coal as the Ameri- 
cans. 

On the showing thus far—and it is 
going much farther — the electro- 
mechanization of the mining process 
has done remarkably well. In achieving 
the all-time 1947 record output of 631,- 
000,000 tons, there were 244,000 
fewer miners who produced 61,000,000 
more tons than in 1920. 


HE modern bituminous coal mine 

is truly an underground mass- 
production factory. Not over 3 per cent 
of the national production today is 
hand cut, and that is done primarily 
in the very thin seams or in the small, 
marginal family-owned properties us- 
ing antiquated methods and delivering 
poorly cleaned coal. 

Mechanical loading began its trend 
in the 1920 decade. In 1948 about 70 
per cent (including strip-mining) was 
machine-loaded, and this proportion is 


Electric utilities 

Railroads (all uses) 

Coke (steel, gas, chemicals, etc.) 
Steel and rolling mills 

Other industrials (manufacturing) 


growing, For every 100 tons hand- 
loaded before World War II, there 
were less than 68 tons hand-loaded in 
1948. 

Haulage is widely mechanized too. 
In 1944, the U. S. Bureau of Mines 
ascertained that 55 per cent of all the 
bituminous coal produced in that year 
of extraordinary war goods effort was 
hauled by electric locomotives exclu- 
sively, while 39 per cent was moved by 
electric mine locomotives in conjunc- 
tion with other modes of haulage. 
About 4 per cent came out of the mines 
by other means, especially by electric- 
driven conveyor belt systems, and 2 
per cent was hauled by animals. 

The outlook for greater electrified 
automaticity favors a wider usage of 
endless conveyors in the underground 
mass-production factories of raw coal 
moving in great bulk. 

Mechanization above ground has a 
timely significance, too, in 1949, The 
tipple, or surface processing plant, 
symbolizes the modern coal-mining 
operation in the same way the blast 
furnace does the steel mill; and this 
trend means that the public utilities 
customers will get coals which are 
“tailored” (cleaned, washed, and 
sized) to suit their particular steam- 
ing equipment. At this time there are 
at least 73 big coal “preparation” 
plants being constructed or rebuilt, 
aside from the great number already 
functioning. It is conservatively es- 


Retail dealer deliveries (home heating and some commercial).... 


Cement mills 
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timated that $750,000,000 has been in- 
vested since 1940 in modernization and 
improved facilities; and, in the next 
three years, the industry sees the need 
for devoting more than a billion 
to new and better mechanization, new 
processing facilities, and new mines. 


B ITUMINOUS coal and electricity are 
interdependent to a growing ex- 
tent. Indicative is the fact that today 
10 kilowatt hours of electricity are re- 
quired to produce a ton of bituminous 
coal, according to data of the Federal 
Power Commission. While, at the 
same time, one-half pound of coal is 
required to produce a kilowatt hour 
of electricity. The trend in coal mining 
is toward more purchased power ; and, 
when the electro-mechanical revolu- 
tion of the mining process is complete, 
the bituminous coal industry is ex- 
pected to require much more power 
than it now uses. 

Strip, or open-cut surface mining, 
has shown a notable expansion in re- 
cent years and it is, of course, com- 
pletely mechanized, It now accounts 
for about one-fifth of the national out- 
put, with the wartime urgency for fuel 
having given it a big impetus. When 
a seam lies near the surface, or not 
deeper than 70 to 100 feet, the earthen 
overburden can be laid back by spectac- 
ular excavating and earth-moving 
machinery so as to lay bare the pay- 
load of coal. There are scoop shovels 
so big they hold 40 cubic yards of earth 
in one bite. Strip mining is partly Die- 
sel-powered. The biggest ones are elec- 
tro-powered as to mining; and the 
preparation plants are, of course, elec- 
tro-powered. Of the 596,000,000 tons 
of bituminous coal mined in 1948 in 
this country, about 130,000,000 were 
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produced by open-cut surface mining. 

Now comes the continuous mining 
machine in the striving for greater 
automaticity of the extraction process 
to minimize man power at the face of 
the underground coal seam. Much in- 
terest is manifested in two prototypes. 


I* mid-December, 1948, the Joy 
Manufacturing Company publicly 
demonstrated its continuous mining 
machine in two models—for high 
seams of 54 to 96 inches, and low 
seams of 60 to 40 inches. Coal opera- 
tors have expectantly awaited this 
machine of extraordinary promise. An 
experimental “coal-mole” continuous 
mining machine, of different design, 
was previously demonstrated by the 
Sunnyhill Coal Company. 

Usual modern practice is to rotate in 
sequence the operations of cutting, 
drilling, blasting, and loading at the 
face of the underground seam. These 
are performed by electric-driven mobile 
machines which are moved into each 
mining room and then, the immediate 
job done, are shifted to the next task. 
The continuous mining machine re- 
places the cyclical, or step-by-step, min- 
ing sequence with a single, complete 
operation. 

The Joy continuous miner is de- 
signed to mine 2 tons of coal per min- 
ute, although the actual speed with 
which the coal can be produced will 
vary according to characteristics of 
each seam, and from mine to mine. Its 
sponsors believe it will revolutionize 
the mining of coal and various other 
minerals. Elimination of blasting is in 
itself a contribution to safety. An im- 
portant characteristic is that this new 
machine produces a smaller proportion 
of bug dust than in conventional min- 
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Modern Bituminous Coal Mine 


ce 


HE modern bituminous coal mine is truly an underground mass- 


production factory. Not over 3 per cent of the national produc- 

tion today ts hand cut, and that ts done primarily in the very thin seams 

or in the small, marginal family-owned properties using antiquated 
methods and delivering poorly cleaned coal.” 





ing where blasting is employed. This 
electric-powered $48,000 machine 
eliminates the operations of drilling 
aad “shooting” while combining the 
cutting and loading. Two men operate 
the machine itself, with companions 
for posting, picking up spillage, op- 
erating the shuttles, etc. The machine 
promises an extraordinary advance in 
displacing men at the face of the seam. 


ee, the increased auto- 
maticity of mining introduces 
new problems in the engineering pro- 
cedure of extracting and getting the 
coal to the surface. Electric power for 
the continuous mining machine must 
be adequate, since low voltage stalls 
rather than slows it. In other words, 
output is zero instead of reduced. This 
indicates that if many of the machines 
were to be used in a mine, then ample 
conductors and probably portable pow- 
er converters would be needed. 
Methods for maintaining the com- 
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plex machine to prevent outages 
would have to be developed. Ventila- 
tion should be affected favorably. With 
it the coal is extracted so speedily that 
much water is required for spraying 
down coal dust, and a major problem 
is collecting the spillage of coal. The 
machine has to be stopped frequently 
to permit the placement of timber 
roof props to keep up with it. 

Sponsors of both the Joy Manufac- 
turing Company and Sunnyhill Coal 
Company continuous mining machines 
acknowledge that the speed with which 
the coal is mined depends on the effi- 
ciency of the mine transportation sys- 
tem. Simply put, can the speed of 
haulage out of the mine keep pace with 
the speed of mining the coal at the face 
of the seam? 

A “complete mining machine” is the 
goal of a special project of Bituminous 
Coal Research, Inc., the industry’s co- 
Operative research agency. At this 
stage, the complex of patents and me- 
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chanical principles are being studied. 
Seventy-one coal and land companies 
and railroads have contributed to a 
special fund for this. 


T= significance of coal’s electro- 
mechanization of process is broad- 
er than for solid fuels alone, because 
there looms on the horizon a new, great 
American industry in synthetic fuels 
from bituminous coal, lignite, and oil 
shale. Obviously, the production of the 
raw material in great bulk continuous- 
ly is a vital cost factor. The economic 
reasons for prewar Germany’s devel- 
opment of synthetic oil from brown 
coal, or lignite, are appearing in our 
America of 1949. Government spokes- 
men advocate the creation now of a 
synthetic fuels manufacturing capacity 
as a matter of strategic, military se- 
curity. American and world-consum- 
ing needs for gasoline and liquid fuels 
are expanding so phenomenally that it 
behooves us to develop that supple- 
mentary source in coal, oil shale, and 
natural gas. 

Consider that, by U, S. Bureau of 
Mines estimate, coal and lignite con- 
stitute 98.8 per cent of U. S. mineral 
fuel energy reserves, excluding atomic 
power elements. Petroleum comprises 
.2 per cent, natural gas .2 per cent, 
and oil shale .8 per cent. Of course, 
new fields of petroleum and natural 
gas will be located; yet it is incontro- 
vertible that the overwhelming abun- 
dance is in solid fuels. The natural gas 
outlook is importantly linked with 
petroleum’s ; and it is in point that, in 
1949, the first commercial plant is due 
to begin producing synthetic liquid 
fuels made from natural gas as the 
raw material. This imbues natural gas 
with a newly great strategic importance 
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for this precious, exhaustible fuel re- 
source which should not be—coal men 
contend—wantonly burned, as under 
steam boilers, where coal does the job 
as well. Thirty years hence, America 
will rue the spendthrift exploitation of 
its natural gas reserves. 


HE long-distance natural gas pipe 

lines from the mid-Continent to 
the populous, industrialized northeast 
quarter of the United States pass over 
great coal fields of the midwest and 
Appalachian regions. This points up, 
therefore, the significance of what the 
Pittsburgh Consolidation Coal Com- 
pany and others are doing. 

Last November, this company, in 
collaboration with Standard Oil De- 
velopment Company, opened a pilot 
plant for developing a commercial 
process for using Pennsylvania bi- 
tuminous to manufacture high-octane 
gasoline, high-heat-value heating gas, 
fuel oil, and by-product bulk chemicals 
by the so-called Fischer-Tropsch tech- 
nique which American engineering has 
so greatly improved over its German 
origin. 

Developmental work is justifiable 
as a protective measure of strategic 
national military security, although the 
erection of commercial-size plants for 
competing with natural petroleum 
products would not be economically 
feasible today in relation to the 
enormous capital investment involved. 
Moreover, if 50,000,000 tons of coal 
were substituted for fuel oil under 
steam boilers, it would free over 550,- 
000 barrels a day of liquid fuels for 
conversion to other purposes and at a 
cost which would be small by com- 
parison. 

But the potentiality is there, never- 
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theless, and the beauty about the coal- 
to-gas-to-liquid catalytic technique is 
its flexibility. This is to say that, in 
wintertime when the demand for heat- 
ing gas is highest, the catalytic process 
can be concentrated on producing a 
hydrogen-rich heating gas. During the 
mild weather, when the market de- 
mands for motor fuel are greatest, the 
output could be devoted largely to syn- 
thetic gasoline. Maybe sometime in the 
unforeseeable future heating gas from 
coal can be piped back to the mid-Con- 
tinent when the presently lush natural 
gas fields are depleted. 


ce HE oil industry is devoting several 
million dollars a year to its re- 
searches looking toward synthetic 
fuels, and the Koppers Company is an- 
other coal interest now identified in the 
prospect. The U. S. Bureau of Mines 
is busily engaged in its $60,000,000 
research program on synthetic fuels 
from coal and oil shale. In the early 
spring of 1949, the U. S. Bureau of 
Mines and the Alabama Power Com- 
pany were renewing their experimenta- 
tion with the underground gasification 
of coal, without mining it. A gas 
turbine is there for experimental trial. 

In the gas (superheated air) tur- 
bine, coal men discern another great 
potentiality. Of immediate interest is 
the project of the Locomotive Devel- 
opment Committee of Bituminous 
Coal Research, Inc., to achieve.the gas 


turbine railroad locomotive burning 
powder-fine bituminous. For some 
months the full-scale testing of the 
coal-handling apparatus has proceed- 
ed, and in due course two experi- 
mental coal-burning gas turbine loco- 
motives will be built. However, as of 
early 1949, this was not “just around 
the corner,” yet coal men believe it is 
approaching that corner. 

The General Electric Company has 
been experimenting, too, with pow- 
dered coal in a pressurized gas pro- 
ducer. Westinghouse Electric Cor- 
poration has admitted its interest in 
applying coal to the gas turbine, for 
the fuel economy favors coal in terms 
of heating energy per dollar of cost. If 
coal burning is feasible within the 
rigidly space-confined railroad locomo- 
tive, then it would appear to be a nat- 
ural for stationary and marine power 
plants. 


S Bw great electric utility plants of 
the foreseeable future will con- 
tinue to be mainly coal-fired steam, as 
coal engineers see it, inasmuch as no 
prime mover has yet done better in 
producing great blocks of power. The 
steam plant, with modern develop- 
ments of high pressure, high tempera- 
ture extraction cycles, can approach a 
thermal efficiency of 36 per cent. 
But the gas turbine looks good for 
stationary power in the small and in- 
termediate categories up to 20,000 kilo- 


“THE great electric utility plants of the foreseeable future 
will continue to be mainly coal-fired steam, as coal engineers 
see it, inasmuch as no prime mover has yet done better in 
producing great blocks of power. The steam plant, with 
modern developments of high pressure, high temperature 
extraction cycles, can approach a thermal efficiency of 36 per 
cent.” 
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watts; and, if it will burn bituminous 
coal, it should have a big future—espe- 
cially for the semiclosed cycle. The 
gas turbine offers the first opportunity 
to burn coal with high efficiency in a 
power plant requiring no water. It 
looks good for regions where water is 
scarce or alkaline, and in wintertime 
its power output is much enhanced be- 
cause compressing dense cold air is 
simpler. 


A it is now, the coal must go to the 
electric power plant, usually lo- 
cated where water is, as lakes or rivers. 
With a coal-burning gas turbine, the 
power plant can come to the coal. There 
are those who envision the day when a 
power plant can function at the coal 
mine and its electricity output dis- 
patched over transmission lines to 
urban, industrial markets. Obviously, 
the economics of that will depend on 
the proximity of the coal to the elec- 
tricity-consuming market. 

If you call ours the “Machine Age,” 
then reflect that a machine is useless 
without energy to make it do work, and 


coal is the foremost industrial fuel. If 
this is the “Age of Steel,” then con- 
sider that it takes coking coal (fixed 
carbon) to make steel. The chemistry 
of coal tar pioneered our “Chemical 
Revolution” of synthesizing. The 
railroads would not function long 
without coal. 


,. = if you please, that the 
“Atomic Age” is upon us, but re- 
flect that the manufacture of steel re- 
quires carbon—not uranium. Syn- 
thetic gasoline and hydrocarbon heat- 
ing gas will not be made from fission- 
able atoms, and the chances are that 
the railroad locomotive’s space limita- 
tions are too rigid for atomic power. 
We'll have to wait and see on that! 
Best yet, let us refer to our “Age of 
Electricity” and the conundrum, 
“Which came first, the chicken or the 
egg?” has point. Coal makes elec- 
tricity, but in modern practice it takes 
electricity to produce coal, and this be- 
comes more obvious as coal mining’s 
electro - mechanical revolution pro- 
gresses. 





“ is mounting evidence that we are becoming a 
nation of fatalists so far as Federal government spend- 


ing ts concerned. 


“ |. . Still the fact remains that taxes need not be held at 
these high levels if the rank-and-file citizenry is willing to rely 
more on its own wit and muscle and less on a central govern- 
ment to supply the things Americans long were taught to sup- 
ply for themselves. But so long as the current philosophy of 
letting government do it for the individual flourishes, we may 
expect no relaxation in the tax pressures which bode ill fer 
private enterprise and private accumulations for personal old- 
age security and give not-too-secret cheer for those who pro- 
fess to hate collectivism, provided they can fight it with more 
collectivism.” 

—EDITORIAL STATEMENT, 
The Daily Oklahoman. 
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We All Want to Be 
Ladies and Gentlemen 


A fundamental truth on which a successful courtesy-and- 
safety school for bus drivers was established in New York— 
an idea worthy of thoughtful study by executives seeking closer, 
more friendly relation with thew employees and the public. 


By JOHN E. McCARTHY* 
PRESIDENT, NEW YORK CITY OMNIBUS 
CORPORATION 


T has been on the cornerstone of 
courtesy—simple, everyday cour- 
tesy—that we have built a very 

important courtesy-and-safety school. 

Through that school we have re- 
duced the number and cost of acci- 
dents. We have greatly reduced pas- 
senger complaints. 

In other words, the school has 
proved successful. 

I say that humbly. I can’t brag that 
we're unique—that we have tapped 
some mysterious touchstone that, in- 
stantly, transforms problem people 
into soft-spoken angels, makes them 
more careful and considerate of the 
rights of others. 

We haven’t. 

But we have hit on a happy solution 
of some of the problems of courtesy 
and safety in passenger transportation. 
Maybe our experience will help you. 

*For additional personal note, see “Pages 
with the Editors.” 
MAR. 3, 1949 


It’s this simple— 

Cast your mind back, as we did, to 
where we first learned to be courteous 
—to be careful of others. Wasn't it 
*way back when we were kids, learning 
life’s first lessons at our mother’s 
knee? 

There we learned right from wrong. 

There we were taught to be kind and 
gentle to others. 

There we learned to want to be 
ladies and gentlemen. 

That’s how we started our school— 
in the firm conviction that we all wan! 
to do the right thing. Maybe, some- 
where along the way, those long-ago 
lessons may have dimmed and faded 
for some of us. But we couldn’t wholly 
forget them because, basically, we all 
want to be ladies and gentlemen. 

That’s how we started the school 
which, later, was to be geared to an 
educational publicity campaign in 
newspapers, magazines, radio, and 
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television. But that’s how we began. 


C= we believed, begets 
courtesy. Even better, courtesy 
begets safety. We were convinced that 
a courteous driver would prove a safe 
driver. 

That was the thinking we applied, 
one year ago, to the problem with 
which we were faced. The situation 
was this: 

1. Our accident rate was rising, and 
so was the accident cost. 

2. Complaints from passengers con- 
cerning discourtesy by bus drivers 
were increasing, 


In justice to our men, let me say 
that the complaints concerned not our 
employees only. A more decent, hard- 
working group would be hard to find. 
Only a very small minority of our 
drivers was involved. 

But the bus-riding public at that 
time was very complaint-conscious, 
whether they rode privately owned or 
city-owned busses. And there are 
many, many bus lines in New York 
city. They carry many millions of pas- 
sengers who are vigorously articulate 
in their praise or condemnation of 
whatever affects their daily lives. 

Newspaper articles and letters to 
newspaper editors — in addition to 
complaints to the bus companies—gave 
public evidence of resentment felt by 
many passengers about the service and 
treatment they received on the busses. 
Something, obviously, had to be done 
to help the few erring drivers towards 
a fuller realization of their responsi- 
bilities, and to regain the good will of 
our passengers. 


W: held several staff conferences 
to determine what that “some- 


thing” should be. Many possibilities 
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were canvassed. Finally, and in full 
recognition that we were embarking on 
an uncertain voyage, we decided to 
equip and operate a courtesy-and- 
safety school. Uncertain? Yes — be- 
cause we would be handling the prob- 
lems of human nature, passengers and 
bus drivers, as well as the where-how- 
and-why of traffic accidents. 

Right away we faced a two-edged 
problem in psychology : 

1. Should only the drivers with 
records of recurring accidents go 
through the school? And, 

2. Should only the drivers guilty of 

discourtesy go through the school? 

It would be easier, and much less 
expensive, if both questions were 
answered with a “yes.” But how 
about our relations with those drivers? 
Wouldn’t they feel that they had been 
singled out, placed publicly apart from 
their friends and fellow drivers? 
Wouldn’t it be, in their minds at least, 
a reprimand rather than the help that 
we wanted it to be? 


S o we decided against that. We de- 
cided to throw open the school, 
with a 2-day course, to every driver— 
whether he had been with us one year 
or twenty years. It would be expen- 
sive, since every driver would receive 
his full-time pay for every minute he 
spent in the school. And it would be 
expensive, too—actually the cost ran to 
$25,000—simply to build and equip the 
school. But it was our judgment that it 
was the only right way, the only fair 
way, to handle the situation. And it 
would not be money spent—it would be 
money invested—if we could reap (as 
later we did) the dividends of better 
company - employee - passenger rela- 
tions and, at the same time, reduce 
accident costs. 
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We recognized frankly that, to the 
bus passenger, the company is not too 
important. The important thing, to 
him, is what we have to sell—a com- 
fortable, safe bus ride. That’s what he 
pays for. That’s what he wants. That’s 
what he expects. We recognized, too, 
that the passenger never meets “the 
company,” or its executives. He meets 
only the most important man in the 
company’s employ—the bus driver. 

The passenger’s opinion of any bus 
company must be formed by his opin- 
ion of the man behind the wheel, The 
bus driver is the company’s only sales- 
man ; his bus, the company’s only point 
of sale. We were convinced that if we 
could educate the few erring drivers, 
then the whole problem of public rela- 
tions—between the company and the 
driver, between the driver and the pas- 
senger, between the passenger and the 
company — would begin to adjust 
itself. 


ch that premise, then, we began 
quietly to build and equip our 
school. We chose a rather run-down 
old building because it was only one 
block distant from the company’s head- 
quarters, where we also have our larg- 
est garage, machine shop, and body- 
repair shop. That made it easier for 
the men to come to school. 

We renovated that old building in- 


side and out until it was practically 
new. Glass-block walls were installed 
to make it bright with sunlight. Other 
walls and ceilings were scrubbed and 
painted. Special floor covering was 
laid down. Comfortable chairs to seat 
ten to fifteen men were grouped around 
the classroom. A motion picture pro- 
jector and an oversize screen were in- 
stalled. A big, single-deck bus was 
brought in so that questions up for dis- 
cussion could be demonstrated on the 
spot and possible solutions worked out. 
Everywhere was an irresistible at- 
mosphere of courtesy and safety—pic- 
tures, placards, enlarged newspaper 
articles, and cartoons, all stressing 
that twin theme. 

Now we were ready to go, but still 
we must walk warily. We were well 
aware of the value of legitimate pub- 
licity. The opening of our new school 
suggested, of course, that press and 
radio representatives be invited to 
attend. 


W: decided against it because we 
wanted our men to feel that it 


was their school, that we were trying 
to help them—that we were more in- 
terested in getting their school off to 
a good start than in getting publicity 
for the company. Publicity, based on 
results, could come later. 

Our first move in acquainting the 
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carry many millions of passengers who are vigorously articu- 


q “... there are many, many bus lines in New York city. They 


late in their praise or condemnation of whatever affects their 
daily lives. Newspaper articles and letters to newspaper edi- 
tors—in addition to complaints to the bus companies—gave 
public evidence of resentment felt by many passengers about 
the service and treatment they received on the busses.” 
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drivers with the school was to send 
each man, well in advance, a booklet 
outlining the purposes of the school. 
We did not pass the booklet around to 
the men while they were working. In- 
stead, the booklet went to each man’s 
home. It reached him after his day’s 
work was done. He could read it while 
resting and relaxing in familiar sur- 
roundings. 

The booklet was simply written, 
easily read. It conceded that few peo- 
ple knew as much about traffic as the 
bus driver who wheels his way, day 
and night, winter and summer, 
through big city traffic. The booklet 
invited each driver to think about the 
problems that he, personally, experi- 
enced on his job. Problems of safety 
and of dealing with the public, 

We asked him especially to give 
thought to accident prevention on his 
own route, and conditions he had ob- 
served on other routes—where and 
when accidents were most likely to oc- 
cur, what hour of day or night, what 
location, etc. And, finally, we asked 
him to come to school prepared to dis- 
cuss his problems and whatever solu- 
tions he had. 


Ry res, our director of safe- 
ty, William H. Blanchard, had 
drafted a curriculum that, we hoped, 
would stress the following in a 2-day 
course : 

First Day: Courtesy—relations 

with the passenger. 
Seconp Day: Cause and cure of 


accidents, and proper use of equip- 
ment, 


On the first day, the men were wel- 
comed with a brief talk by Blanchard. 
No abstract theories, but man-to-man 
stuff. Their natural reserve dissolved 
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into understanding grins as he out- 
lined for them, in bus-driver’s lan- 
guage, some of their own problems. 
They knew, then, that he was on their 
side. 

They were relaxed, comfortable— 
and Blanchard chose that moment to 
switch an hour-long movie onto the 
screen. It was the story of a man who 
lives two days inone. Heruins the first 
day, for himself and everybody else, 
by starting out with a grouch and 
carrying it throughout the day, Re- 
pentant, he is given the chance to re- 
live that day and, with a kind word 
here and there, achieves happiness for 
himself and others. A whimsical 
fantasy, even a bit corny—but it car- 
ried real meaning for our men who 
must carry all sorts of people, smiling 
or scowling, every day of their lives. 

Now the men were asked to take 
over the school. Blanchard invited 
them to tell us what we could do to 
help them in their relations with the 
public, especially how to cut down com- 
plaints. It was a good, salty “bull ses- 
sion” where every man had a chance 
to speak his mind. They did, too! 


P  ayeos passenger complaints were 
placed before them. But in no 
case was the identity of either the bus 
driver or the passenger disclosed. The 
men argued out each complaint among 
themselves—whether it was justified 
and, if justified, how a better handling 
of the situation might have kept the 
complaint off the driver’s record. 
This lively exchange developed a 
collateral theme—the importance, in 
the driver’s own interest, of building 
up passenger good will on which he 
may draw if his bus is involved in an 
accident. 
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What the Bus Passenger Expects 


“.. to the bus passenger, the company is not too important. The im- 
portant thing, to him, is ...acomfortcble, safe bus ride. That’s what he 
pays for. That's what he wants. That’s what he expects. ... the passenger 
never meets ‘the company,’ or its executives. He meets only the most 
important man in the company’s employ—the bus driver.” 





Every bus driver takes profession- 
al pride in his job. None wants 
an accident charged against him, espe- 
cially if he is not at fault. 

Since every accident requires a 
driver’s report, with the names of wit- 
nesses if possible, our men came to 
quick agreement that passengers who 
are well treated on the bus are much 
more apt to help clear an innocent 
driver of blame than are passengers re- 
sentful of discourtesy. 

Accident prevention, linked to the 
proper use of equipment, topped the 
second day’s agenda. Here again we 
dealt with facts, not theory. Recent 
accidents were discussed and the men 
themselves were judge and jury. En- 
larged photographs of each accident 
scene were placed before them. Each 
man had a chance to say whether the 
accidents could have been prevented. 
Or, if unavoidable at the time they 
occurred, what should be done to avoid 
similar accidents in the future, 
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| «, pr ancign especially fatal acci- 

dents, are the bane of any transit 
company. We were anxious that our 
men appreciate the full seriousness of 
any accident. So, at this point, attor- 
neys and investigators from our claim 
department joined in the discussions. 
They detailed for the men the expen- 
sive step-by-step procedure in the in- 
vestigation and settlement of personal 
injury claims and claims resulting 
from property damage. 

- Again, their own interests were 
stressed. Our drivers, like the drivers 
of private cars, are subject to revoca- 
tion by police agencies of their driving 
licenses if they are involved in a seri- 
ous accident due to carelessness of 
recklessness. But, unlike the private 
driver who is usually able to carry on 
with his job, revocation in our case 
means, in effect, the loss of “working 
papers.” A bus driver without a license 
is a man without a job. © 

It was pointed out, too, that a heavy 
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financial outgo from the company in 
settlement of accident claims might 
well affect the men’s own financial 
status. They were told frankly that 
the more money the company paid out 
in such claims, the less money there 
was to place in reserve against future 
demands for wage increases. 

Then came the final lesson—physical 
evidence before the eyes of every 
driver of the terrific cost in money, 
materials, and effort that is the inevi- 
table aftermath of every accident. 
(This, of course, excludes not only the 
dollar-cost of personal injury claims, 
but the pain and suffering of injured 


people. ) 


fen men were taken into our body 
shop where wrecked busses were 
undergoing repairs. They saw prac- 
tically new busses being stripped down 


and rebuilt — smashed-up bodies 
straightened, reinforced, and repaint- 
ed—shattered glass replaced—all be- 
cause of a moment’s carelessness. Few 
words were necessary. 

Now they were graduates, and very 
thoughtful graduates, as they went 
home ready for the next day when, no 
longer at school, they would put into 
practice the lessons they had learned. 

That was our first class. Those men 
established the pattern that has been 
followed in the classroom every day 
since. One thing I must tell: 

I have a feeling of pride in those 
men as I watch the school grow and 
mature. We had asked them to come 
to school prepared to discuss their 
problems so we could help them, Help 
them? Why they’re helping us! 

Their classroom discussions, with 
no holds barred, are something to be- 
hold. They come to school prepared 


and eager to discuss our common prob- 
lems. They have spent time and 
thought on their ideas. They’re pre- 
pared to advance them and defend 
them and to back up, amend, or argue 
down the ideas of other chaps. For 
instance: 


HE company should do some- 

thing about private cars parked at 
bus stops which prevent the bus easing 
to the curb to take on or discharge pas- 
sengers. These constitute a personal 
injury hazard. Why not educate pas- 
sengers to stand in line, instead of 
scrambling uncontrolled for the front 
entrance? Why aren’t bus drivers who 
run ahead of schedule and disregard 
waiting passengers made to obey the 
rules? Yes, their fellow bus drivers! 
Carefully they point out, that makes it 
bad for the following driver, overloads 
his bus, makes him fall behind sched- 
ule, makes the delayed passengers im- 
patient with the innocent driver. How 
about the bad intersections—shouldn’t 
policemen be stationed there? Can’t 
the company put posters in the busses 
to get the passengers to have their fare 
ready, to move back from the crowded 
entrance, to leave by the center door? 
That would help, wouldn’t it, to speed 
up the service and make things easier 
for everybody ? 

Some suggestions are good, some 
impractical, and some within the realm 
of the police department rather than 
the company. But the important thing 
is that the men are thinking about ways 
and means of improving service. And 
speaking of the police department, we 
have had another heartening experi- 
ence. A city traffic patrolman heard 
about our school and dropped in on his 
own time just for a visit. He became 
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so interested that he drops in daily now 
to give each class a few tips on traffic 
safety. 


| qa about here any hardheaded 
public utility executive has a justi- 
fiable question: “All that is fine stuff. 
But how about your passenger com- 
plaints? How about the number of 
accidents? How about the accident 
cost? Are you cutting these down? In 
other words, are you getting a real 
return on your financial investment in 
the school ?” 

The answer in every case is an un- 
qualified “yes.” 

I have previously mentioned why we 
avoided any publicity fanfare on open- 
ing of the school. But we realized its 
news value and, when the right time 
came, we planned to make the best 
possible use of our school as a favor- 


able publicity medium. The right time 
was not too far distant. 

Several months after opening our 
school, a leading metropolitan daily 
assigned a feature writer to investigate 


conditions on the busses. He rode 
busses on practically every line in the 
city and wrote a series of articles de- 
tailing passenger complaints about dis- 
‘courtesy by bus drivers. Yes, let’s face 
it, about some of our drivers, too— 
drivers who had not yet gone through 
the school. 

Here was our opportunity. We in- 
vited the reporter to come and spend a 
day in our school. We were able to 
show that we had long recognized the 
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problem and had gone quietly to work 
to remedy it. We threw open our rec. 
ords to him and answered frankly 
some very searching questions. Re. 
sults began to flow. 


| pers the reporter wrote a laudatory 
article about the school and the 
company’s foresight in opening it. Ac- 
companying the article, on the news- 
paper’s front page, was a 3-column 
picture showing a typical school 
session. 

One day later he wrote another 
story, this time quoting me on our 
plans to bring bus drivers back into the 
high esteem they had held for many 
years, to help educate bus drivers and 
passengers to understand each other’s 
difficulties, and to get more and better 
busses for our passengers, Happily, he 
quoted my statement that “90 per cent 
of our drivers want to do what's 
right.” 

And, the very next day, there ap- 
peared a third front-page story witha 
2-column picture. In this story the re- 
porter told how, unidentified, he had 
taken a ride with a bus driver whom he 
called “Smile-a-minute Murphy,” and 
who, he wrote, “not only gave regular 
service better than ever expected, but 
also gave those little extras which, like 
a spare tire, aren’t always needed, but 
give a most comfortable, relaxing feel- 
ing.” Driver Murphy, I’m glad to say, 
is one of our drivers. 

Each of these articles was placed 
before the men in the school. They 


formed by his opinion of the man behind the wheel. The bus 


ier passenger's opinion of any bus company must be 


driver is the company’s only salesman; his bus, the company’s 


only point of sale.” 
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were quick to appreciate that the com- 
pany was doing its part to straighten 
out relations between drivers and pas- 
sngers. And quick to grasp the un- 
spoken lesson—that they had a part to 
play too. 


ee thereafter a New York radio 
station began a contest to deter- 
mine the city’s most courteous bus 
driver. It went on, daily, for several 
weeks. Listeners were urged to write 
in and tell about incidents of courtesy 
they had noted on the busses. A com- 
mittee of judges, including an official 
of the bus drivers’ union, was to name 
the winner who would receive a $50 
prize. The company made no move 
until the contest was decided and the 
winner announced, 

He turned out to be driver John 
Palame—a graduate of the very first 


class in our school! It was my pleasure 
to appear with him when he received 
his prize, to offer him my congratula- 
tions, and to match the station’s pres- 
entation with another $50 award in a 


nation-wide broadcast. Stories and 
pictures of the ceremony were released 
to newspapers, and to the trade press 
of the transit industry. Approving 
editorials also appeared. Again, all this 
material was used in the school. And 
every one of our drivers who had been 
mentioned in the contest received a 
personal letter telling them how proud 
we were of them. 

Meanwhile, letters praising the im- 
provement in the conduct of both bus 
drivers and passengers began appear- 
ing in the newspapers. Our drivers 
appreciated that some of those letters, 
written by passengers, conceded that 
maybe some passengers might be a lit- 
tle more polite. One widely circulated 


293 


paper devoted its editorial page feature 
column to the “thank you’s” and “beg 
pardon’s” that were being heard 
aboard the busses. Yes, the results 
were flowing now. 


A the word of our school spread, I 
was asked to meet, face-to-face 
on another radio forum, a complaining 
bus passenger and answer his com- 
plaint before a city-wide listening audi- 
ence. His complaint turned out to be 
against a driver employed by another 
bus company. However, while answer- 
ing his complaint as best I might, I had 
the opportunity to say again that “we 
have the most courteous bus drivers in 
the United States.” A transcription of 
my remarks was placed before the men 
in our classroom next morning. | 

Within the same week one of our 
bus drivers appeared on a television 
program. He is a happy soul who de- 
lights in turning passenger frowns into 
smiles—calls out not only the streets 
and transfer points, but gives the cur- 
rent and expected weather readings, 
the time, etc. This television station 
has a large audience in the city. More 
results. 

And only recently Walter Winchell, 
whose syndicated column reaches a 
greater audience than any other news 
commentator, mentioned by badge 
number a bus driver who had helped a 
blind man across the street in a blind- 
ing snowstorm. The ink on his column 
was hardly dry before we had identi- 
fied the driver—again one of our men 
—and wired his name and address to 
Mr. Winchell. This, too, was placed 
before our men—helped the idea 
along that we were proud of them, and 
helped their pride in a company that 
would do these things to help them. 
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Lo . gemetm gees, they have seen and 
heard other evidence of our in- 
terest in their welfare. Placards carry- 
ing their suggestions are in the busses 
they drive. During the busy Christmas 
shopping period we took one-minute 
spots, six times daily, on a large radio 
station. These programs, which were 
placed in the school, also carried their 
suggestions—asked the passengers to 
have their fare ready, to move back in 
the bus, to leave by the center door— 
to give everybody a faster, more 
pleasant ride. 

Best of all, our basic theme over the 
radio was: 

“Neighbor, this helps the bus driver 
who is trying to help all of us.” 

Yes—“‘to help all of us.” 


By avoiding the scolding, “YOU” 
—by linking the program to “all of us” 
—we were able to spread the con- 
munity of interest among the passen- 
gers, the bus drivers, and the company. 

Results are still flowing. Letters of 
inquiry are coming to us from utility 
executives throughout the United 
States and Canada. Some companies 
are sending their own men to sit 
through a full 2-day session of the 
school and bring the story back with 
them. Other companies, facing our 
same problems, are asking for all the 
information we have. 

We are trying to help those com- 
panies. 

We hope our experience will help 
others. 





“,.. [Bic BustnEss] is a technique for getting work done—just 


as the assembly line is a technique. It is a method which has de- 
veloped over a long period. It fits some jobs and it doesn’t fit 
others. It is a part of the search by Americans for improved 
methods. Where it is suitable, bigness is a road to greater effi- 
ciency; better management ; distribution of risk; a more effec- 
tive use of scientific methods ; and—as a result of ‘these—greater 
social security ; higher standards of living; and greater national 
security. ... 

“The American people kee ep a@ wary eye turned toward all 
forms of bigness. For example, they have often shown them- 
selves suspicious of Big Labor and Big Government. Whenever 
bigness seems to them to be a danger to the individual, Ameri- 
cans condemn it. And they are quite capable of giving it rough 
treatment, if necessary... . 

“Our machine technologies have sometimes taken the fun 
out of working. I believe it is not only good business but good 
citizenship to give major attention to making the work of the 
Stone salary or wage rated, a source of pleasure and satis- 

actton.... 

“I think that the American people admire, like, and respect 
bigness, including Big Business. Business, in my opinion, has 
a special opportunity and therefore a special responsibility for 
bublic service.” 

—Evucene Hotman, 
President, Standard Oil Company (New Jersey). 





294 





Balancing of the Work Load 
For Gas Utilities 


Important methods and problems of dispatching 

customer orders, including gathering, dispatching 

procedure, equipment, personnel, same-day orders, 
equipment records, and money-saving methods. 


By ARTHUR ROHMAN* 
S OUTHERN CALIFORNIA Gas Com- 


PANY has for many years been 

refining its methods of handling 
the dispatching of customer service 
orders. In general it has been found 
that some centralization of procedures 
and records and the addition of a lit- 
tle clerical work has resulted in sub- 
stantial savings in time, money, labor, 
materials, and equipment. 

The methods described herein are 
readily adaptable to both large and 
small utilities. Some of the advantages 
are: 

1. A comparatively steady flow of 
work is maintained with close control 
of overtime and stand-by time. 

2. Public relations are improved by 
making and keeping definite date ap- 
pointments with customers on a “cus- 
tomers’ choice” basis. 

3. An increasing number of cus- 
tomer orders are being handled on a 
same-day basis. 

*Writer of business articles, resident in 
Monterey Park, California. 
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4. Clerical work combining company 
with customer orders, matching turn- 
ons with turn-offs, and making future 
appointments with customers by post- 
paid reply card for seasonal service 
loads and old-age meter changes has 
resulted in savings in man-days of 
labor, mileage, and wear and tear on 
company service equipment. 


To all utilities, both large and small, 
the problem of maintaining a balanced 
work load for company service men is 
an ever-present one. To a large utility, 
especially, the efficient handling of a 
great number of customer service 
orders received daily over an extended 
territory becomes an ever-challenging 
problem. 

The Southern California Gas Com- 
pany, which serves more than 1,000,- 
000 meters in the Los Angeles area, 
has been refining its service order dis- 
patching processes for the past seven 
years. The latest innovations described 
herein have been designed by W. E. 
MAR. 3, 1949 
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Von Almen, supervisor of the custom- 
er service dispatch office. 

The company now handles a daily 
summer load of customer service re- 
quests ranging from 2,000 to 4,000, 
and a winter load of from 3,500 to 
6,000, The all-time daily high of 11,- 
000 calls occurred several years ago as 
a result of a sudden cold snap result- 
ing in an unusual number of seasonal 
“light furnace pilots” and turn-ons for 
“heating only” customers. 

Since this flow of incoming work is 
uncertain, it becomes important to de- 
vise ways and means of regulating 
and converting the irregular work load 
to a steady flow. This is accomplished 
by the centralization and codrdination 
of records so that the dispatch office 
knows at all times the amount of work 
on hand and the number of man-days 
of labor necessary to complete it. 

Through an “Order Execution 
Chart” which permits flexibility and 
deviations in the completion time of 
certain orders, the dispatch office is 
able to fill in the valleys and level off 
the peaks, and thus control the flow 
of work to the service men in the field. 

The establishment of this steady 
work flow has been accomplished by 
changing methods of handling cus- 
tomer service orders as they are re- 
ceived, by the more extended use of the 
telephone in dispatching service orders 
to men in the field, by the use of radio- 
telephone equipment on some service 
trucks, and by the centralization of 
service records and bookkeeping pro- 
cedures in one clerical office, located at 
the company’s main office. 

By prompt handling and the use of 
telephone call-in service men, the com- 
pany has been able to increase the num- 
ber of work orders completed on a 
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same-day basis. By centralization of 
bookkeeping procedures, the field fore. 
men have been freed to devote prac. 
tically all of their time to training, 
checking, and supervising mechanical 
work done by the men in the field. 


Gathering the Service Orders 


HE procedures described herein 

pertain to the operations of the 
central division of the company which 
serves about 700,000 meters in the 
greater Los Angeles area. 

Most requests for service in the cen- 
tral division are received directly by 
telephone in the telephone service 
bureau, which handles a summer low of 
48,000, to a winter high of 60,000 calls 
per month, About 60 per cent of the 
calls received are requests for customer 
service. There are 44 operating posi- 
tions in the telephone service bureau 
manned by fifty trained order clerks. 
The bureau is open from 7:30 am to 
6 PM, six days per week. 

In taking requests for service three 
basic forms are used: (1) customer 
service order; (2) turn-on; (3) close. 
Each girl is guided by an “Order Ex- 
ecution Chart” which lists the orders 
according to their normal execution 
schedule. An A-1, hazardous leak, for 
example, must be handled within two 
hours with no deviations. Other orders, 
according to type, are scheduled for 
same-day or next day’s execution. 
During peak periods the “Order Ex- 
ecution Chart” is changed to permit 
deviations and postponements of order 
completions to meet available man 
power, 

In general, customer service orders 
are handled on a “customers’ choice” 
basis. If a customer requests service to 
day, every effort is made to satisfy his 
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demand. If he requests service tomor- 
row, or next week, or next month, a 
definite appointment is made, and the 
customer can rest assured that the 
service department will keep the ap- 
pointment, The dispatch office expects 
to handle 50 per cent of all orders on 
a same-day basis. 

Supplementing the telephone service 
bureau, customers’ requests are also 
taken at 28 branch offices in the central 
division. Orders for same-day comple- 
tion are telephoned in immediately. 
Others are written on orders and col- 
lected by special messenger service one 
to three times daily at specific hours. 
Red envelopes are used so that service 
orders will not be delayed in the com- 
pany mail system, These messengers 
have regular pick-up times and the 
service orders must be delivered at 
specific times to the central office. This 
is essential since the number of orders 
is tabulated hourly in order to deter- 
mine the work load on hand and the 
man-days of labor required to complete 
it, Any deviation from this practice 
would distort the work-load picture 
and disrupt the averages obtained by 
examinations of past records. Addi- 
tional orders are received daily from 
one large district by teletype. 


Dispatching Procedure 


f Bess dispatch office operates twenty- 
four hours daily. About 2,500 


orders per day is a normal send-out, 
although the present setup can handle 
4,500 calls if necessary. As many of 
these as is possible are completed on a 
same-day basis. 

The central division is divided into 
eight service districts, each composed 
of approximately ten service sections. 
These breakdowns are recorded on 
drum maps, allowing the dispatcher’s 
office to locate quickly any request for 
service and to contact by telephone the 
service man calling in from the im- 
mediate vicinity. 

After the service order has been re- 
ceived at the telephone service bureau, 
it is written up on an order blank and 
placed on a conveyor which terminates 
at the counter’s desk in the dispatch of- 
fice, All other orders are received di- 
rectly at the counter’s desk by teletype 
or through messenger service. 

At the counter’s desk the number of 
orders are totaled hourly on the half 
hours, being broken down by type of 
order and completion date. The “Daily 
Count of Orders Received” is the form 
used in compiling an accurate hourly 
count of customer requests. From this 
count each hour a cumulative total is 
compiled for the order statistics clerk. 


HE order statistics clerk makes 
hourly conversions of work orders 
to man-days of labor, adding the cumu- 
lative man-days of work received each 
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more than 1,000,000 meters in the Los Angeles area, has 


q “The Southern California Gas Company, which serves 


been refining its service order dispatching processes for the 
past seven years. ... The company now handles a daily sum- 
mer load of customer service requests ranging from 2,000 
to 4,000, and winter load of from 3,500 to 6,000.” 
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hour to the total on hand at the begin- 
ning of the day, entering them on a 
specially designed form. An estimate of 
the work to be received by the end of 
each day is also entered on this form. 
This estimate is derived from a set of 
percentages based on past experience. 
For example, if 25 close orders have 
been received in the past hour, the 
number of such orders that will be re- 
ceived by the end of the day can be 
estimated by applying the percentages. 
This estimate is also converted into 
equivalent man-days of labor, com- 
pared with the man power available, 
and recorded on the form. 

While man power is relatively con- 
stant, the daily order load on different 
days of the week or at different times 
of the year may vary from 2,000 to 
5,000, Thus, order completion dates 
must be constantly adjusted to meet 
available man power. 

To meet periods of unusually heavy 
order load, the completion dates on the 
“Order Execution Chart” are changed 
as needed. These changes are then 
fanned out to all order-receiving per- 
sonnel. On peak winter days it is some- 
times necessary to make three or four 
changes in the order execution sched- 
ule. By this adjustment in the order 
completion schedule the dispatch office 
is assured of meeting appointments and 
of keeping the order load in balance 
with available man power. 


— heart of the dispatching pro- 
cedure is the specially constructed, 
8-position, semicircular dispatcher’s 
desk which is divided into two 4-part 
sections. 

New equipment and procedures were 
evolved from systems previously in ef- 
fect with the principal change being the 
MAR. 3, 1949 


mounting of flat, cumbersome sector 
maps on rotating drums. Personnel re. 
quired for dispatching same-day orders 
are two lead dispatchers, each directing 
the work of 4-order dispatchers, one 
for each of the eight districts in the 
company’s central division. 

Each order dispatcher is equipped 
with one regular blue-print map cover- 
ing one of the central division’s eight 
districts. This map, mounted at eye 
level on an aluminum drum, 10 inches 
in diameter and 28 inches long, rotates 
freely until stopped, where it is posi- 
tioned by an automatic braking device. 
Maps are covered with amber cellulose 
acetate which reduces glare and eye 
strain, and allows the dispatcher to 
mark or erase freely upon the map with 
a grease pencil. 

Each order dispatcher is also 
equipped with a headset and seven lines 
on type 2, 102A telephone equipment, 
and is responsible for approximately 
twenty-five telephone field men. Orders 
for each field man are filed in bins 
identified with grease pencil on a 
lucite plate. These are situated direct- 
ly below the map and are open on both 
sides making orders available to both 
lead and order dispatcher. Should an 
order dispatcher’s telephone be busy 
when one of his men calls in, the call 
is automatically transferred to the first 
open position. The dispatcher receiving 
the call tells the lead dispatcher that he 
has a man out of his territory. The lead 
dispatcher then procures the orders 
from the proper bin, passes them to 
the dispatcher taking the call, who dis- 
patches the orders. 

After being counted, orders are 
classified as same-day or future com- 
pletion orders. Those for future com- 
pletion are passed to a clerk who files 
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Service Men 


as its central division, Southern California Gas Company employs 
about 300 service men. The men operate from the eight district 
bases, which in most cases are headquarters shared with the street de- 
partment. Because of the phenomenal growth of Los Angeles, the com- 
pany’s present plans call for the establishment of two additional districts 
in the central division, making a total of ten operating bases, most of 
which are used jointly by the service and street departments.” 





them by service sections, so that they 
may be worked into routes by night- 
shift routing clerks, Same-day orders 
are time stamped, then passed to one 
of the two lead dispatchers. 


fay telephone dispatching system 
is built around the two lead dis- 
patchers who receive the service orders, 
passing them to the order dispatcher 
in the area designated, Since the lead 
dispatchers can move field men from 
one district to another on a moment’s 
notice, they work together to put the 
men where the work is, both in the ter- 
ritories under direct supervision, and 
on a division-wide basis. 

The order dispatcher files orders for 
each service man in a designated bin 
under his map to await the incoming 
calls of the men in his district. The 
telephone call-in men start the day with 
one or two orders from the previous 
day, after which they operate exclusive- 


ly on same-day orders. During periods 
of light work, these men can be shifted 
to points where orders have bulked up 
or work primarily on company orders. 
If for any reason a man runs out of 
work, he calls his dispatcher who al- 
ways has orders on hand to fill in his 
day. 

Orders for same-day completion are 
closed at 3 pM, except in the case of 
emergencies, Orders received after 
that time are designated as next-day 
orders or scheduled for future days’ 
work. It is expected that 50 per cent of 
all orders received will soon be handled 
on a same-day basis with the bulk of 
the remainder scheduled for next day’s 
execution, 


On of the lead dispatchers also 
handles all communications with 
the six radiotelephone service trucks. 
Under normal operations these handle 
orders in the same manner as service 
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men contacted by telephone. However, 
in times of emergency, they are used as 
field headquarters. The telephone com- 
pany is paid for this service by the 
minute and, through training, it has 
been possible to limit the calls to an 
average of forty-three seconds, with 
24 service orders being dispatched per 
call. Eventually it is proposed to have 
sufficient trucks with radio equipment 
so that each dispatcher may have sev- 
eral in his district. 

Since service order requests are con- 
stantly being made by customers’ 
choice for future appointment, oc- 
casionally days or even weeks ahead, 
it is necessary to keep a daily journal 
of future orders received. The form 
used is headed “Record of Orders Re- 
ceived.” These are kept in a loose-leaf 
book with one page for each day of the 
year, Thus, for example, orders re- 
ceived in July for completion at a 
future date are recorded as to date re- 
ceived and type of order, then posted 
to the daily record for execution on the 
date requested. Space is set aside on 
this form for recording orders received 
today, for tomorrow, for future dates, 
and for orders the completion of which 
no time is specified, 

Since there will inevitably be valleys 
in the load where the service men are 
not directly busy with customers’ 
orders, the work load is supplemented 
with company orders (old-age meter 
changes) which can be worked in with 
customers’ orders. 


N addition to the call-in service men, 

the customers’ service department 
operates basic routes, both for orders 
for next day’s execution and for special 
assignments, such as commercial cus- 
tomers or appliance parts replacement. 
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These routes are made up by the night 
crew in the dispatch office and are de 
livered to the service operating bas 
by 8 Am on the day of execution. 

In addition to keeping track of 
orders, it is also necessary to keep clos 
tab on available man power. A book, 
similar to the “Record of Orders Re 
ceived,” is set up with a separate page 
for each day of the year. The form 
used is headed “Daily Availability 
Record.” In this book a record is kept 
of the availability of all service men in 
each district, showing absentees, and 
giving reasons, such as sickness, vaca- 
tion, personal business, special assign. 
ment, etc., so that the dispatch offic 
knows at all times the net man power 
that is available on any given day, 

The “Daily Assignment of Men and 
Orders” is the form used in making 
up basic routes for each district. On 
this form are shown all men assigned 
to any one district, whether available 
for work or absent for any reason, the 
type of route, shift, classification, nun- 
ber, and type of orders to be worked 
This sheet is the last thing made up 
each night by the night shift in the dis- 
patch office. 


Service Men 


N its central division, Southern Cali- 

fornia Gas Company employs about 
300 service men. The men operate 
from the eight district bases, which in 
most cases are headquarters shared 
with the street department. Because of 
the phenomenal growth of Los Ar 
geles, the company’s present plans cal 
for the establishment of two additional 
districts in the central division, mak 
ing a total of ten operating bases, most 
of which are used jointly by the service 
and street departments. 
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Service men are divided into two 
categories, designated as S-1 and S-2. 
Men in the first category have com- 
pleted training and time with the com- 
pany allowing them to perform all 
types of service work, Men in the S-2 
category are limited in their activities 
to certain functions such as turn-ons, 
closes, meter readings, etc. A field fore- 
man supervises from thirty to sixty 
service men, who work an 8-hour day, 
five days a week, 

The 300 service men. are further 
divided into the following groups: 
telephone call-in, 150; basic routes, 
100; special assignments, such as parts 
replacement, schools, hotels, restau- 
rants, etc., 40; and radiotelephone 
equipment, 10. 

In addition to the telephone call-in 
men, the service department also oper- 
ates basic service routes to handle cus- 
tomers’ work where orders have been 
received far enough in advance. Com- 
pany orders such as old-age meter 
changes, parts replacement, etc., are 
also handled by basic route men. 


Ms working basic routes start out 
each morning with seven hours 
of appointment orders plus nonappoint- 
ment company orders as estimated 
from the average weighted order fac- 
tor and average weighted mileage fac- 
tor for the orders to be worked as de- 
termined by the dispatch office from 
basic data provided by the standards 
section of the department and records 
of past experience. If for any reason a 
basic route man runs out of work, he 
calls his dispatcher for additional 
orders, 
Occasionally it is necessary for the 
service department to work overtime. 
In order to handle this work load to 
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the satisfaction of all workers, the com- 
pany keeps an overtime opportunity 
record. 

The service men are listed on this 
record according to the amount of 
overtime opportunities offered with 
preference being given to those with 
the least amount recorded, A man turn- 
ing down overtime opportunity is 
placed on the overtime opportunity list 
in accordance with overtime offered 
rather than overtime actually worked. 
In this manner the overtime work 
available is distributed as equally as is 
possible among the service men. 


Money-saving Methods 


ee has shown that the ad- 
dition of a little clerical help has 
saved the company many hours of 
work in the field. Since, depending up- 
on the system, the cost of keeping a 
man in the field can vary from 5 to 10 
cents per minute, savings have been 
substantial. 

A substantial expense to the com- 
pany is the changing of old-age meters 
as required by the California Public 
Utilities Commission. In 1948 it is esti- 
mated that the central division of the 
Southern California Gas Company 
changed about 120,000 old-age meters. 

Under the old method of effecting 
these changes, service men made rou- 
tine calls. This often resulted in a CGI 
(can’t get in), Since the commission 
rules require the presence of an adult 
on the premises during an old-age 
meter change, it was necessary for the 
service man to call back, sometimes 
making five or six return calls, before 
the change was effected. 

In ord@ to save time and travel ex- 
pense, a system was put into effect 
whereby each incoming customer’s 
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order is checked with the old-age meter 
file. If it is found that an old-age meter 
change is necessary, a company order 
is attached to the customer’s order. In 
this manner, the procedure is simpli- 
fied, since a definite appointment has 
been made with the customer, and the 
meter change can be effected on the 
same call required for the customer’s 
order. 

A savings has also been effected in 
the procedure followed in old-age 
meter routes. Instead of making call- 
backs when the customer is not at 
home, a postage-paid card is left, telling 
the customer that the company must 
change his meter as required by law, 
and asking him to please designate an 
appointment by mailing in the postage- 
paid card. If within two weeks the 
customer does not answer, a follow-up 
card is sent. In the majority of cases, 
through these cards the company has 
been able to make definite appointments 
with customers for old-age meter 
changes, saving many miles of travel 
and many work hours in the field. 


| hac fall about 15,000 central divi. 
sion domestic customers ask to 
have their furnaces turned on. In past 
years this seasonal service load has 
caused disruptions in the company’s 
service work, 

This peak has also been leveled out 
through the use of business reply cards 
mailed out in four batches during Sep- 
tember. The card asks the customer to 
choose a date for this service before 
cold weather starts, thus avoiding pos- 
sible delay for the customer and spread- 
ing this seasonal peak load over a long- 
er period. 

The standards section evaluates a 
meter turn-off at seven minutes plus 
driving time, a turn-on at twenty-four 
minutes plus driving time. By matching 
turn-offs with turn-ons, approximate. 
ly twenty minutes’ working time and 
one trip are saved with each match-up. 
Since about 30-40 per cent of turn-offs 
are matched with turn-ons (25,453 in 
the first ten months in 1948), it is ap 
parent that the financial saving runs 
into many thousands of dollars. 





a4 ly is important to remember, for example, that personal in- 
comes nearly trebled between 1939 and 1948; that the 
supply of money also trebled; that the public debt increase 
sixfold; that bank credit increased by about fivefold; that in a 
little more than two years demand deposits have increased by 
about $7 billion. These are only a few of the items that mark 
a phase of inflation far less visible to the general public than the 
price tags on a pound of sirloin steak or on a dozen eggs. But, 
dull as they are, these figures reflect the basic fact that although 
production has vastly increased, money and other liquid assets 
are still far out of balance with production. Roughly speaking, 
the increase in civilian production since 1939 has been 71 per 
cent, but even this remarkable gain is relatively meager in com- 
parison with gains in personal income, wages and salaries, in 
weekly factory earnings, and in net agricultural income.” 
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—EDITORIAL STATEMENT, 
The (New York) Sun. 
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Washington and the 
Utilities 


Intermural Agency Jitters 


HE long shadow of the Hoover 

Commission, which is now report- 
ing on reshuffling administrative agen- 
ces in the public interest, is being 
blamed for a good bit of bickering, if 
not actual knifing, going on among Fed- 
eral agencies back of the Washington 
scenes. But the latest outbreak of feuding 
between the Army Engineers and the 
Interior Department over Pacific North- 
west project construction is hard to ex- 
plain. 

It has been well known for many years 
that the Army Engineers and the In- 
terior Department’s Bureau of Reclama- 
tion have been occasional competitors for 
these big jobs with their lush appropria- 
tions. But always in the past they have 
been quick to assure the public and Con- 
gress of their essentially mutual codpera- 
tion whenever they were faced with a 
common threat to their autonomy. 

The most menacing threat, of course, 
would be the intrusion of a regional au- 
thority, 4 la TVA, which would banish 
them both from an entire region. And 
at the rate valley authorities are being 
thought up, if not enacted, ambitious 
bureau chieftains in both Interior and 
Army Engineers view with alarm the day 
when their field forces would be pushed 
from region to region, like the vanishing 
Indians, This could leave them, eventual- 
ly, a dwindled remnant, clinging to 
refuge in a handful of marginal reserva- 
tions where the valley authorities would 
not be able to find common boundary. 

That day is a long way off, of course, 
considering the slow progress being 
made on the proposed Missouri Valley 
Authority, Indeed, one of the chief 
reasons for slow progress on the Mis- 
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souri Valley Authority was the show of 
unity between these two some-time rivals, 
which was quickly followed by approval 
of the Pick-Sloan plan for codperative 
development of that area. Smouldering 
complaints continued that feuding was 
still going on under cover. But the old- 
line bureaus always managed to go 
through the motions of shaking hands 
whenever the smoke got too noticeable. 


gages there seems to be some rift 
in this traditional pattern. At a 
Spokane hearing on January 3lst when 
the board of engineers for rivers and 
harbors opened the first of four hearings 
in the Pacific Northwest, it was apparent 
that Army and Interior were still at odds 
over some features of the Columbia river 
development plan. Army Engineers pre- 
viously had announced that all conflicts 
between Engineers and the Reclamation 
Bureau had been settled. 

The following day, before the Senate 
Committee on Interior and Insular Af- 
fairs, Interior Secretary Krug began 
sniping at the Army Engineers’ plans for 
going ahead with the $95,000,000 Glacier 
View dam and other upstream projects 
which would impound waters so as to 
permit Grand Coulee and other down- 
stream projects to operate at full capac- 
ity. Of course, Reclamation Bureau and 
Army Engineers are agreed on the need 
for more up-river storage if western 
Washington and Oregon are to get a 
comfortable margin of power reserves. 

But Krug raised the question of 
whether this was not a situation where 
haste makes waste. What about the sal- 
mon spawning ground? Interior experts 
claim that, given a chance, they may be 
able to find new spawning grounds and 
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save the multimillion-dollar salmon busi- 
ness from becoming a dead fish. 

Krug also expressed concern over the 
flooding of pasture lands in Glacier Na- 
tional Park—thereby picking up the 
cause of Montana cattle ranchers and 
others. Needless to say, the Interior 
Secretary’s comments were not received 
with enthusiasm by the Army Engineers, 
already engaged in a struggle to win some 
sort of an exemption from an anticipated 
death sentence for the civil functions of 
the Army Engineers Corps as such — 
expected in the forthcoming Hoover 
Commission report. 

One even hears comment from the sup- 
porters of the Army Engineers to the 
effect that the Interior boys, taking their 
cue from President Truman’s recent 
order to government officials to prepare 
Columbia Valley Authority legislation, 
are prepared to surrender or compromise 
with the “authority crowd.” This — in 
view of the traditional old-line depart- 
ment resistance to “authorities”—is tan- 
tamount to appeasement, if not outright 
heresy, There is further speculation that 
the astute Secretary of Interior might be 
preparing to throw his weight behind the 
expected Hoover Commission report in 
hopes of surviving through absorption, 
eventually dominating the new setup. 


birt what the Hoover Commission has 
in mind for the Interior Department 
and the Reclamation Bureau had not been 
made public at this writing. But it is gen- 
erally known that a “task force” of the 
Hoover Commission had recommended 
the abolition of the Interior Department, 
as such, and a sweeping reorganization 
and regrouping of agencies administer- 
ing all of the nation’s natural resources. 

This proposal would combine the river 
development functions of the Army En- 
gineers, the Reclamation Bureau, and 
other construction agencies under a 
Water Development Service which 
would be placed in a new Department 
of Natural Resources. This successor to 
the Interior rtment would be headed 
by a Cabinet officer, and if Secretary of 
Interior Krug personally does not have 
his eyes on the new post, if created, it is 
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a pretty good bet that some of his inner 
circle of assistants and advisers have no 
such hesitation or inhibitions. They 
would just as soon march over to the new 
agency (if set up) in a body. The situ- 
ation recalls the cynical remark made by 
an anti-New Deal Congressman during 
one of the late President Roosevelt’s re- 
organizations: “The New Deal may be 
reshuffled; but we always seem to get 
the same old face cards.” 

To complicate the picture so complete- 
ly as to bewilder that harassed tribe of 
anonymous reporters known as “Wash- 
ington observers,” the task force has also 
expressed opposition to the extension of 
the Tennessee Valley Authority principle 
to other river basins. This despite the 
task force’s criticism of waste and in- 
efficiency of present operations in the 
Missouri river basin. 


F the Hoover Commission were to fol- 
low through on this report, it would 
place President Truman in an odd posi- 
tion. He already has come out in favor 
of Columbia Valley Authority legislation, 
and at the same time he has indicated a 
disposition to follow the Hoover Com- 
mission’s pattern for reorganizing the 
executive branch, if Congress gives him 
authority to do so. 

One thing is certain: The Army En- 
gineers have enough friends in Congress 
to make a stiff fight on any transfer of 
its functions ; and the “valley authority” 
concept has enough enemies in Congress 
to be watching the ball very carefully to 
see that no such hybrid animal is slipped 
in under the guise of reorganization. 
They take the position that if we are 
going to have another authority in the 
Columbia basin or the Missouri basin, it 
will be by act of Congress and only after 
a bitter struggle. What’s more, the 
friends of the Engineers Corps wil 
probably see to it, in the light of the re- 
cent schism, that any such resulting CVA 
or MVA is really an independent agency 
and not a “captive authority,” which In- 
terior Department could use as a Trojan 
horse for running the Army Engineers 
out of the Columbia basin or any other 
area where such rivalry may exist. 
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WASHINGTON AND THE UTILITIES 


F course, there are still professions 
O of unity at the top level, and 7. 
matic relations between the Interior De- 
partment and the Pentagon have not been 
severed. But the in-fighting going on in 
congressional offices is becoming about 
as tricky as Washington has seen since 
the days of Jesse Jones and Henry Wal- 
lace. 

‘Incidentally, a new bill in Congress to 

watch—with respect to furthering Rec- 
lamation Bureau ambitions—is HR 1770 
by Representative Murdock (Democrat, 
Arizona). This would amend the Rec- 
lamation Act to the extent of letting the 
Secretary of Interior go ahead with con- 
struction of projects without prior ap- 
proval of Congress where such projects 
are found to be “feasible,” and falling 
within the framework of preliminary 
estimates, and other conditions. 

And who decides when such projects 
are “feasible,” and so forth? Why the 
Secretary of Interior, of course. Hear- 
ings on this measure, reportedly the prod- 
uct of Reclamation Bureau draftsmen, 
were slated to open before the House 
subcommittee on irrigation and reclama- 
tion February 28th. Sympathetic atten- 
tion of the subcommittee is assured by 
the fact that its chairman is Representa- 
tive Murdock. 


* 
New Wrinkles for Gas 


I’ may come somewhat as a surprise— 
and for California consumers perhaps 
none too pleasant a surprise—that the 
Atomic Energy Commission is among 
the nation’s most voracious consumers of 
that irreplacable natural resource. Just 
why the AEC needs so much gas, like a 
good many other facts about AEC oper- 
ations, has of necessity remained undis- 
closed—doubtless for reasons of national 
security. But whatever the reason, AEC 
certainly is cooking something with gas 
or intends to, at any rate. 

It now develops that natural gas pro- 
duction must do double duty for Ent. 
fornia gas utilities and the AEC. This 
was disclosed when the AEC intervened 
ina Federal Power Commission hearing 


on the joint Pacific Gas and Electric 
Company and El Paso Natural Gas Com- 
pany 1,600-mile proposed pipe line from 
the San Juan and Permian basins to the 
San Francisco bay area. An AEC 
spokesman said his agency was acting to 
protect sources of natural gas for the 
AEC projects at Los Alamos, and Sandia, 
New Mexico. It was estimated that 
atomic plant needs for the next twenty- 
five years would be 450 billion cubic feet 
of gas. 

The proposed pipe-line operation 
would take an estimated 110,000,000 
cubic feet a day out of the San Juan 
field. A Southern Union Gas Company 
representative (present supplier of the 
AEC installations) testified that esti- 
mated government and related demands 
to 1961 would exceed the company’s 
available gas reserves. When these are 
gone, AEC said, it will have to turn else- 
where for gas. Hope was expressed that 
there will be a sufficient supply remain- 
ing in the San Juan basin. The pending 
deal with PG&E hinged upon FPC ap- 
proval by March Ist, according to Presi- 
dent Kayser of El Paso Natural. Other- 
wise, he indicated El Paso may lose an 
option on 80,000,000 cubic feet of gas 
per day. Without this gas, Kayser said, 
it might become “more expensive than 
we first planned” to provide the gas to 
PG&E. 


ECENT testimony before the Senate 

Committee on Interior and Insular 
Affairs, headed by Senator O’Mahoney 
(Democrat, Wyoming), has stressed the 
importance of Federal conservation 
measures needed to husband the nation’s 
diminishing natural fuels. 

A clarified and unified national policy 
on electric power, natural gas and oil, 
and tideland resources was the goal set 
by Senator O’Mahoney in his opening 
statement. He encouraged government 
pilot plant programs to produce alumi- 
num from clay and synthetic liquid fuels 
from oil shales. He approved increasing 
government intervention on behalf of the 
Citizen, because of the many economic 
changes wrought by modern technology. 
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Exchange Calls 


NRECA Wants U. S. in Rural 
Telephone Business 


fa National Rural Electric Codp- 
erative Association has made a 
strong plea to Congress to amend exist- 
ing laws so that the Rural Electrification 
Administration could venture into the 
telephony field to the extent of granting 
loans which would bring telephones to 
about 3,000,000 of the 5,850,000 farms 
in rural United States. The plea took the 
form of a resolution adopted warmly by 
delegates at a recent annual convention 
of NRECA in New York city, The meet- 
ing was attended by about 4,000 dele- 
gates. Among other objectives the 
NRECA wanted REA to get authority 
to make loans to REA cooperatives of 
more than $450,000,000, as compared 
with President Truman’s budget request 
of $350,000,000 during the next fiscal 
year, The telephone resolution was as 
follows: 


Be It Resolved, That this associa- 
tion urge Congress to amend the Rural 
Electrification Act to authorize loans 
to existing telephone companies and to 
new companies where necessary, with 
priority to mutuals and cooperatives, 
for the purpose of extending telephone 
service adequate to our millions of 
farm families who now have no tele- 
phone service available to them, said 
loans to be made for rehabilitation, ac- 
quisition, development, and construc- 
tion of adequate rural telephone facili- 
ties. 


Secretary of Agriculture 


Charles F, Brannan, Secretary of 
Agriculture, spoke before the convention 
and heartily supported the authorization 
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And Gossip 


of loans for rural telephones, He said: 


Farm homes ought to have tele- 
phones as a matter of convenience, but 
in a farm home especially, a telephone 
is more than a convenience, It’s really 
a necessity. A telephone might easily 
prove to be a necessity for fire protec- 
tion or health protection, In our efforts 
toward better living for farm families, 
we are lagging seriously in the expan- 
sion of telephone service. According to 
a recently published telephone com- 
pany booklet, only 45 rural homes out 
of 100 have telephones. It doesn't 
seem reasonable to me that less than 
half’ of the rural homes of America 
have telephone service when more than 
two-thirds of them have electric serv- 
ice. In view of this situation it appears 
evident that Federal loan assistance to 
existing or new exchanges would be 
very helpful in speeding up the job of 
making telephone service available to 
rural people. 


REA Administrator 


LAUDE R, WicKaARD, REA Adminis- 

trator, confined his remarks pri- 
marily to monopolies and big corpora- 
tions in many phases of American busi- 
ness, but in a short paragraph he saw fit 
to mention that the telephone business “is 
in the hands of the biggest corporation 
of them all.” Then he added: “Yet the 
telephone monopoly has not given us 
farmers the kind of telephone service as 
far as coverage, rates, and quality of 
service are concerned, which we must 
have in this modern age.” 


Congressman Poage 
Representative Poage (Democrat, 
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EXCHANGE CALLS AND GOSSIP 


Texas) is the author of a bill, HR 113, 
which, if passed by Congress, would au- 
thorize the loans for rural telephones in 
the manner suggested by the NRECA 
resolution. Poage appeared before the 
convention and devoted his entire re- 
marks to the rural telephone situation 
and to the claimed merits of his bill. 

The Congressman indicated that mem- 
bers of existing REA co-ops would want 
to form their own telephone co-ops for 
purposes of keeping the two operations 
separate from the standpoint of respec- 
tive membership billing, He also sought 
to calm small commercial telephone com- 
panies by pointing out the possibility of 
low-cost loans and the benefits that would 
accrue from larger volume of connecting 
traffic. However, he emphasized that the 
new co-ops would insist on “area cover- 
age” to prevent any repetition of “cream 
skimming.” Poage even hinted that REA 
might become an alternative source of 
technical assistance, if the Bell system in- 
sists on “monopolizing” the services and 
facilities of Western Electric Company. 


NRECA Executive Manager 


Clyde T, Ellis, executive manager of 
NRECA, devoted about two minutes of 
his extended speech before the meeting 
to the subject of rural telephones. He 
supported the lending program of the 
convention. He said in part: 


We are being besieged with facts 
and figures designed to discourage our 
support of telephone legislation, Facts 
and figures won’t go very far with me 
as long as my mother and father can’t 
call a doctor or can’t call a neighbor if 
the house gets on fire. 


In support of expanding rural tele- 
phones through REA, Ellis remarked 
that the same families want telephones 
who want electricity, and there is an ad- 
vantage in using the same poles if not 
the same wires. 


American Telephone and Telegraph 
Company 


Bde Bell system, which told its story 
of company progress in rural teleph- 


307 


ony through an exhibit at the convention, 
reacted promptly to the NRECA resolu- 
tion on rural telephone service. The 
AT&T issued a statement from its offices 
at 195 Broadway, New York city, in part 
as follows: 


The number of farm homes with 
telephones has almost doubled in the 
past eight years. From 25 per cent in 
1940, the percentage of all farms with 
telephones has been increased to about 
45 per cent at the present time. 

Last December the Bell system 
added its millionth telephone in rural 
areas since the end of the war. Another 
50,000 have been added since then, 
bringing the total number of rural Bell 
telephones to about 2,370,000. 

Along with extension of the service 
has come improvement of the service. 
Fine progress has been made in re- 
placing older type telephones with up- 
to-date instruments, reducing the num- 
ber of parties on a line, and improving 
party-line ringing so that the customer 
hears the rings of fewer parties on his 
line. 

Rates for rural telephone service re- 
main low. They have gone up only 
slightly and much less than the cost 
of living generally. Today the tele- 
phone bill is a much smaller propor- 
tion of the farmer’s budget than it was 
before the war. 

Though much has been accom- 
plished, there is still more to be done. 


The statement ended with the asser- 
tion that the telephone companies are 
working just as hard and as fast as they 
can to the end that every farmer who 
wants telephone service can have it, and 
at reasonable cost. 


* 


Less Expensive Portable Video 


ee introduction of more popular 
priced television sets presents op- 
portunities for greater expansion of the 
industry. Most recent development along 
this line is a new 7-inch direct view tube 
portable video with a built-in antenna, It 
has been introduced by Tele-tone Radio 
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Corporation and is to retail at $149.95. 
According to the president of the com- 
pany, S. W. Gross, the set is the only 
portable on the market with a built-in 
antenna and is priced $50 below other 
7-inch portables, The receiver weighs 
only 26 pounds. The company claims 
prices on other larger models which are 
“well below competition.” Mr. Gross con- 
tended that the price of video for the 
average home has been much too high 
and inflated. 

Price and related problems of a tech- 
nical nature may be expected to result in 
many changes in the television industry. 
Most recent example is the difficulty in 
which Farnsworth Television & Radio 
Corporation found itself recently as the 
result of the downward trend in prices 
of television receivers since last October 
31st. Unexpected large losses in earnings 
were experienced. Soon thereafter, it 
was announced that the International 
Telephone & Telegraph Corporation 
planned to purchase the Farnsworth com- 
pany, which is rated as having $10,000,- 
000 in assets. 

This is a new and interesting develop- 
ment since it means that the predomi- 
nantly foreign-operating communications 
system, with over $500,000,000 in assets, 
has initiated a venture into the domestic 
television business. IT&T announces that 
upon consummation of the sale it will 
continue manufacturing operation of the 
Farnsworth television receiver labora- 
tories at Fort Wayne, Indiana, and the 
national Capehart distributor and dealer 
organization, which is a Farnsworth af- 
filiate. 

It also is reported that this first ven- 
ture of IT&T into the field of manufac- 
ture of television receivers would soon 
be followed by others, with mention made 
of Raytheon Manufacturing Company, 
the Admiral Corporation, and Emerson 
Radio & Phonograph Corporation. 


* 
Better Phone Booths 


ELL TELEPHONE LABORATORIES have 
designed an improved telephone 
booth, It is more comfortable in that it is 


MAR. 3, 1949 


better lighted, has better air, and js 
smoother in appearance. 

The new ventilator in the ceiling 
changes the air in the booth several time 
a minute with a fresh but gentle circuls- 
tion, The improved lighting system con. 
centrates four times as much light on the 
writing shelf and on the telephone instrv. 
ment. This latter feature alone should de. 
crease the time spent in the booth by 
many callers. 

The inside of the booth is finished in 
smooth steel, with a beige “hammered ef. 
fect” baked enamel finish. Hence, surface 
scratches and other marks will not be so 
distracting, An improved floor has been 
designed of molded perbunan rubber ca- 
pable of absorbing hard wear. 


* 
Polling Phone Poles 


ALCULATING rates of depreciation on 
telephone equipment and plant pre- 
sents many problems. The American 
Telephone and Telegraph Company is 
well known for its efficient staff of mathe. 
maticians, statisticians, and engineers 
who devote practically all of their time 
to that difficult problem. 

Bell Telephone Company of Pennsyl- 
vania has explained one of the methods 
it is using to determine the average lift 
of telephone poles for purposes of figur- 
ing monetary depreciation in connection 
with its request for a rate increase. 

Dr, John W, Tukey, Princeton Uni- 
versity associate professor of mathe- 
matics, testified before the public utility 
commission that the company selected 
5,275 telephone poles outside Philadel- 
phia for a property depreciation study. 
He described the scientific sampling 
method used. It made certain that the 
poles selected represented a cross section 
of all of the company’s poles. 

Emphasized was the fact that this sam- 
pling method differed from those fol 
lowed by some public opinion polls pre 
viously used in political elections. Tele 
phone poles, he said, cannot be compared 
to people. 

Telephone poles do not talk. They 
carry it. 
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Financial News 
and Comment 


By OWEN ELY 


Many New Subscription 
Offerings of Common Stocks 


bee MON stock subscription offerings 
appear to come in “waves,” rather 
than being evenly distributed throughout 
the year. Doubtless encouraged by the 
better-than-average showing of utility 
stocks in the recent unfavorable stock 
market, a number of utility companies 
have (almost simultaneously) decided to 
issue rights to stockholders. Two such 
offerings are being made by holding com- 
panies in connection with divestment pro- 
grams, and the remainder by operating 
companies. 

General Public Utilities Corporation 
has decided to offer practically all of its 
holdings of New York State Electric & 
Gas Corporation at the rate of 1 share 
for each 10 shares of its own stock held. 
Dates and offering price have not yet 
been announced, but it is thought that 
rights may become available during the 
approximate period March 11th-April 
llth. With share earnings of $4.61 last 
year, it is conjectured that the stock may 
enjoy a market somewhere around 40 
(depending largely on dividend policy). 
The offering price would of course be 
somewhat below the market level. 

United Light & Railways has offered 
stockholders of record February 7th the 
right to subscribe for common stock of 
American Light & Traction at $12 a 
share on a 1-for-5 basis, American has 
been selling around 19 recently, making 
the rights worth about 1$. A similar 
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offering is expected in April to complete 
the divestment of American by United. 


Py ve MAINE PowER proposes to 
offer stockholders rights to pur- 
chase new common on a 1-for-6 basis, to 
raise construction funds. Each 6 shares 
of 6 per cent preferred could also 
buy 5 new common. The stock sells 
over counter around 16 to yield about 74 
per cent. Earnings have been irregular 
due to drought conditions but the calen- 
dar year figure of $1.49 reflected a 10 
per cent gain over the previous year. 

Southwestern Public Service plans to 
offer common stockholders rights on a 
1-for-11 basis, with oversubscriptions 
under certain conditions. The subscrip- 
tion period is February 23rd-March 8th. 
Price will be announced later. The com- 
pany has enjoyed an outstanding 
“growth” record in recent years. 

Bell Telephone of Canada offered 
stockholders of record January 14th ad- 
ditional stock at $33 on a 1-for-5 basis, 
rights expiring February 21st. The issue 
is not registered in the U. S., however, 
so that holders in this country must sell 
their rights in Canada under certain re- 
strictions. 

Central Illinois Electric & Gas pro- 
poses to offer common stockholders the 
right to buy additional shares on a 1-for- 
6 basis at $15. 

Connecticut Light & Power proposes 
to offer common stockholders rights to 
subscribe to 1 share of common stock 
for each 8 shares held, at $50; also $50 
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principal amount of convertible deben- 
ture 3s due 1959 for each 8 shares held, 
at 100. Other details are to be an- 
nounced, 

Delaware Power & Light proposes to 
offer common stockholders of record 
February 28th rights on a 1-for-5 basis, 
expiring March 21st. Price, etc., will be 
published later. 

Michigan Public Service offered stock- 
holders of record January 13th the right 
to buy common stock at $16.374 on the 
basis of 1 new share for each 5 and 
5/9ths shares held. Rights expired 
January 24th. 

Northern Natural Gas proposes to 
offer common stockholders stock on a 
1-for-5 basis, but no further details are 
yet available. 

Pacific Gas and Electric plans to offer 
stockholders of record February 25th 
rights at $25 a share on a 1-for-10 basis. 
Rights will not expire until April 8th, an 
unusually long period. No underwriting 
or special solicitation appears to be con- 
templated. 


ee Union Gas is expected to 
offer new stock on a 1-for-10 basis, 
possibly during the period March Ist- 
ag Tentative price is reported to be 
12}. 

Cleveland Electric Illuminating has 
just announced an offering of common 
stock on a 1-for-5 basis. It is understood 
that the subscription period is tentatively 


e 


March 4th-April 5th. It is difficult to fix 
these dates well in advance, because the 
SEC has to pass on the prospectus, and 
delays sometimes occur. 

Wisconsin Electric Power is reported 
planning to offer common stock on a 1- 
for-10 basis, about March 25th-April 
14th. 

Detroit Edison and South Caroling 
Electric & Gas plan to authorize addi- 
tional amounts of common stock, but 
have not yet indicated the details or tim- 
ing of subscription offers. 


* 
Analyses by Wall Street Firms 


MERICAN Power & LicHT Company 
was recently analyzed by Lawrence 
Cooper of Argus Research Corporation. 
The company’s latest dissolution plan, 
filed December 31st, apparently reflected 
a general agreement among American 
Power, Electric Bond and Share, and the 
committees representing each class of 
stock. Under this new plan (which re- 
flects a compromise between the two 
plans filed in 1948) assets will be allo- 
cated 18 per cent to the common stock 
and 82 per cent to the two preferred 
stock issues. Estimated break-up values 
of $102 for the $6 preferred, $86.03 for 
the $5 preferred, and $11.75 for the com- 
mon stock were arrived at by Mr. Cooper, 
as indicated in the accompanying table. 
American Power & Light “new com- 


AMERICAN P&L—PROPOSED DISTRIBUTIONS TO PRESENT STOCKHOLDERS 


Ar 


us 
Est. r alue $6 Preferred 
Per Share No. Shs. 


Florida Pr. & Lt. Com, ..... 
Kansas Gas & Elec. Com. .... 
Minnesota Pr. & Lt. Com. ... 
Montana Power Com. ....... 
Texas Utilities Com. 

American Pr. & Lt. New Com. 


Total Estimated Value 
Recent earnings per present share 
Indicated dividends per present share 
Recent price 
Price times earnings under plan 
Yield at recent price 


16 1.059 
234* 228 
224* .278 

1.255 


*Based on recent market prices. 
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$5 Preferred Common 
Value No. Shs. Valu 
$14.27 125 
4.49 027 
5.29 .033 
20.61 .148 
27.31 239 
14.00 140 
$85.97 
10.21 
6.35 
72% 
7.1x 
8.8% 


Value No. Shs. 


$16.84 892 
3 191 
6.2; 235 

' 1.057 
1.707 
1,000 
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FINANCIAL NEWS AND COMMENT 


mon” in the table reflects the proposal 
that American continue in existence as a 
holding company for the northwestern 
group of subsidiaries — Washington 
Water Power, Pacific Power & Light, 
and Portland Gas & Coke. This feature 
of the plan remains indefinite, because 
some of these properties may be sold to 
public power districts or to other utilities. 
In the event of such sales, however, Ar- 
gus thinks that the values received might 
be well in excess of those indicated in the 
tables for the value of the new common 
stock. No figures for working capital 
were included in the table, since it ap- 
pears likely that all available cash will 
have to be invested in additional stock of 
subsidiaries as equity contributions to 
finance construction programs. The pres- 
ent value of American’s portfolio is esti- 
mated by Argus at about $200,000,000, 
which is the sum of the following indi- 
vidual estimates in the order of size, in 
millions: Texas Utilities $64, Montana 
$48, Florida $33, American (new) $33, 
Minnesota $12, Kansas $10. 

American’s system earnings for the 
twelve months ended November 30th 
were $24,638,000 compared with $22,- 
316,000 in the previous period (before 
parent company overhead ). The estimate 
of $200,000,000 total value (arrived at 
by valuing stocks individually) therefore 
represents about 8.2 times over-all sys- 
tem earnings, which appears to be a rea- 
sonable basis of valuation. This assumes 
the elimination of the holding company’s 
expenses and taxes, although some part 
of these charges would remain if the 
company continues in existence in a 
minor capacity. 


rR. Cooper considers the outlook 
favorable for 1949 on the basis of 
present Federal income taxes. The com- 
pany during 1948-9 is installing about 
500,000-kilowatt new generating capac- 
ity, about a 35 per cent increase. It is ex- 
pected to build up cash at the rate of 
about $3,500,000 per annum after pay- 
ment of the preferred dividends, which 
together with cash on hand of about $5,- 
500,000 would provide a considerable 
part of the equity money needed to sup- 


port the construction program; if more 
funds are needed, part or all of the Kan- 
sas Gas & Electric stock (for which a 
= has been established) could be 
sold. 

Two interesting studies of the natural 
gas industry have been issued—a 20-page 
brochure by the investment counsel de- 
partment of the Empire Trust Compan 
and a 10-page study by Sutro Bros. & 
Co. The Empire Trust study remarks in 
its introduction that “the growth of this 
great industry, which is closely allied to 
the oil industry, has been as silent and 
efficient as natural gas itself. We believe 
that only a minority of investors are 
aware of the stability and earning poten- 
tial in this important field.” Topics cov- 
ered in the study include the growth of 
the industry, the price of natural gas, its 
characteristics as a fuel, the advantages 
to utilities of mixing natural gas with 
manufactured gas, natural gas consum- 
ers, regional growth and potential use, 
reserves, pipe-line construction, profit 
trends, FPC regulation, a long-time 
earnings projection, and an analysis of 
cost factors. The market status of the 
producing, transporting, and distributing 
companies is separately analyzed. 


HE bank concludes that companies 
of the following types are the most 
interesting for appreciation possibilities : 
Production Companies 
(1) Companies whose earnings are ex- 
pected to rise substantially as the result 
of expansion now under way, the 
financing of which is largely completed. 
(2) Companies with important owned 
gas reserves which would add materially 
to earnings if divested from pipe-line 
operations, or if legislative relief of the 
present regulation of such properties 
were obtained. 
(3) Companies with a wide profit mar- 


gin. 
(4) Companies with low-cost gas pur- 
chase contracts, and low-cost pipe-line 
facilities, in comparison with competing 
pipe lines, 
Distributing Companies 
(1) Companies with prospects for 
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rapid growth of consumption, especially 
for residential house heating. 

(2) Companies able to obtain sufficient 
industrial load to smooth out seasonal de- 
mand. 

(3) Companies operating in areas 
where there are prospects of pipe lines 
being built to supply future require- 
ments. 

(4) Companies with ample storage 
facilities in use, or to be acquired. 

(5) Companies with a low debt ratio. 

(6) Companies able to expand distri- 
bution appreciably without substantial 
capital expenditures. 

At current market prices, Empire 
Trust considers that most natural gas 
company common stocks are priced rea- 
sonably. The study includes tables for 
the principal pipe-line and distributing 
companies, showing what proportion of 
their gas was purchased, the proportion 
of manufactured gas (if any), analysis 
of revenues, share earnings for 1946-8, 
dividends, price, P-E ratio, yield, and 
capital structure. An interesting point is 
the wide disparity in capital structures. 
The pipe lines, of course, have rather 
heavy debt ratios, and common stock 
equity varies between 13 and 15 per cent. 
For distributing companies, however, 
equity ratios range from 36 per cent for 
Laclede Gas to 86 per cent for Consoli- 
dated Natural Gas. 


HREE charts are presented, one 
showing the relative trends of resi- 


dential fuel costs per therm for coal, oil, 
and natural gas during 1938-47 ; ten years 
ago natural gas cost more than the other 
two fuels, while now it is much lower. 
Chart II shows the rapid increase in esti- 
mated gas reserves, from 4 trillion cubic 
feet in 1919 to 165 trillion now (as com- 
pared with marketed production up from 
75 trillion to 4.3 trillion). Chart III is 
particularly interesting, presenting an 
earnings analysis of a hypothetical regu- 
lated natural gas company over a period 
of twenty-one years. During the first 
half of the period, during which the gross 
property investment doubles, net income 
and dividends rise 62 per cent. After the 
enterprise matures, however, with plant 
account remaining fixed, net income 
gradually declines, losing 22 per cent 
during the second eleven years. By in- 
creasing the pay-out from 60 per cent to 
80 per cent, however, dividends at the 
end of the twenty-first year still remained 
slightly higher than at the end of the 
eleventh year. 

Chart IV shows balance sheet data for 
the hypothetical company over the same 
21-year period. The debt ratio is as- 
sumed to be 75 per cent at the beginning, 
but would drop to 39 per cent at the end 
of the period, while the equity ratio 
would rise from 25 per cent to 61 per 
cent, 

The Sutro gas study consists of two 
pages of general discussion of the indus- 
try, five pages of “thumbnail sketches” 
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Republic Natural Gas 
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Northern Natural Gas 
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United Gas 
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ELECTRIC POWER OUTPUT, BY WEEKS 
AS REPORTED BY THE EDISON ELECTRIC INSTITUTE 
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of principal companies, and three pages 
of tables. One of these tables is of special 
interest, showing the estimated reserves 
of leading producers, wholesalers, and 
distributors. Valuing natural gas at 2 
cents per MCF and liquid products (oil 
and hydrocarbons) at $1 a barrel, the 
estimates in table on page 312 were de- 
veloped. 

The figures used were of course ob- 
tained by Sutro Bros. from various 
sources, and are subject to change as ad- 
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ditional information becomes available. 
Many companies control considerable un- 
developed acreage which has not yet been 
proved, and this is not included in the re- 
serves. In the per share figures no con- 
sideration is given to other assets or to 
obligations prior to the common stock. 


IAGARA Hupson Power has been 
analyzed by John C. Feeley of 
Paine, Webber, Jackson & Curtis. The 
firm expects the new common stock of 
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DIVIDEND-PAYING ELECTRIC UTILITY STOCKS 
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Revenues $50,000,000 or over 
Boston Edison 41 
Cincinnati G. & E. ......... 
Cleveland Elec. Illum. ..... 
Commonwealth Edison .... 
Consol, Edison of N. Y. .. 
Consol. Gas of Balt. ...... 
Consumers Power 

Detroit Edison 

Duke Power 

Louisville G. & E. ......... 
Northern States Power .... 
Pacific G. & E 

Penn Power & Light 
Philadelphia Elec. 

Pub. Service E. & G. ...... 
So. Calif. Edison 

Virginia Elec. Power 
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Houston L. & P. 

Illinois Power 

New Orleans Pub. Ser. ... 
Northern Indiana P. S. ... 
Ohio Edison 

Potomac Elec. Power 

Pub. Serv. of Colorado ... 
Pub. Serv. of Indiana 
Puget Sound P.& L....... 
Wisconsin Elec. Pr. ....... 
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Revenues $10-$24,000,000 
Atlantic City Elec. ........ 
Central Arizona L. & P. ... 
Central Hudson G. & E. ... 
Central Illinois E. & G. .... 
Central Maine Power 
Columbus & S. Ohio Elec. . 
Delaware P. & L. 

Florida Power Corp. ...... 
Gulf States Util. 

Hartford Elec. Light 

Idaho Power 

Indianapolis P. & L. ....... 
Interstate Power 

Kansas Gas & Elec. ....... 
Kentucky Utilities 
Minnesota P. & L. 
Mountain States Power ... 
Oklahoma G. & E 

Portland General Elec. ... 
Public Service of N. H. .. 
San Diego G 

Scranton Electric 
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South Carolina E. & G. .... 
Southwestern Pub. Serv. .. 
Tampa Electric 

United Illuminating 

Utah Power & Light 
Western Mass. Cos. 
Wisconsin P. & L. ........ 


Averages 


Revenues under $10,000,000 

* California Elec. Pr. ....... 
California Oregon Power . 
Central Vermont Pub. Serv. 
Community Pub. Service .. 
El Paso Electric 

Empire Dist. Elec, ........ 
Gulf Pub. Service 

Iowa Southern Util. 
Madison Gas & Elec. ...... 
Michigan Gas & Elec. ..... 
Missouri Utilities 
Northwestern Pub. Serv. .. 
Penn Water & Power 

Pub. Serv. of New Mexico. 
Rockland Light & Power .. 
Sierra Pacific Power 
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Tide Water Power 
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Averages 
Averages, four groups .. 


Canadian Companies + 

C Brazilian Traction L. & P... 
C Gatineau Power 

C Quebec Power 

C Shawinigan Power 

C Winnipeg Electric 


Integrated H. my Company Stocks 
American Gas & Elec. ..... 
Central & South West 
New England Elec. System 
New England G.& E...... 
West Penn Elec. 


Other Holding Company Stocks 
American L, & T. 19 
Cities Service 40 
Electric Bond & Share 
General Pub. Utilities 
North American Co. 
Philadelphia Co. .......... 
United Gas Impr. ......... 19 
United Lt. & Rys. ......... 21 
West Penn Power 
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the proposed merged operating company 
to be placed on a $1.40 annual dividend 
basis, “which would provide a 7 per cent 
dividend return at a market price of 20.” 
It forecasts normal future earning pow- 
er of the new company at $16-$18,000,- 
000 annually. It cites the fact that Buf- 
falo Niagara Electric Corporation is one 
of the “very best” operating companies 
as justifying a price-earnings ratio of 11- 
12 times earnings for the new stock, 

American Telephone and Telegraph 
Company has been reviewed by Andrew 
J. Heldrich of Reynolds & Co., in con- 
nection with the recent antitrust suit 
against retention of Western Electric 
Company. Earnings with and without 
the equity interest in Western Electric 
are reported as follows for recent years 
(based on average shares) : 


Earned West. AT&T 
Per Elec. Minus 
Share PerShare West. 
AT&T AT&T Elec. 
$1.70 $5.66 
1.50 6.00 
0.60 
0.75 
0.71 
0.70 


Years 
9 Mos. to 9/30/48 $7.36 
Cal. Year 1947 7.50 


9 90 90 90.0 
BUIARES 
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ur 
N 
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Regarding the current earnings out- 
look, Reynolds & Co. points out that rate 
increases amounting to $170,000,000 an- 
nually have been granted, while others 
aggregating $240,000,000 are pending. 
The latter figure equals about $6.24 per 
share after adjustment of Federal income 
taxes. 

However, added wage costs and a 
continuing increase in the number of 
shares would probably offset a good part 
of these rate increases. A 6 per cent 
return on net utility plant plus working 
capital would have yielded share earnings 
of $11.55, based on the pro forma 
capitalization as at September 30, 1948; 
and, if all the outstanding convertible de- 
bentures were exchanged for stock, and 
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all the authorized employees stock should 
be sold, the amount would be $10.20, 


l’ AT&T finds it necessary to reduce its 
dividend rate to $8 this would mean 
that the stock would sell at $133 if it 
yields 6 per cent. How much would the 
holder receive if Western Electric were 
distributed? Minority shares sell around 
$75 but AT&T usually pays only $40 
when investing new equity money in 
Western Electric. The average of these 
figures is $52, which would give West- 
ern Electric a value of $467,000,000 or 
$20 per share on AT&T stock. A stock- 
holder receiving the $20 would thus be 
reimbursed for a decline in Telephone 
from $153 to $133. 


y 
Table of Utility Stocks 


OME changes have been made in the 
table of electric utility common 
stocks which appears in this department 
in alternate issues of the FORTNIGHTLY. 
(See pages 315, 316.) Holding company 
preferred stocks had previously been 
eliminated from this section, and holding 
company nondividend-paying common 
stocks are now also omitted, in order to 
make room for more operating company 
stocks. The list of the latter stocks is 
growing rapidly, and there are now about 
125 issues, some of which it is still neces- 
sary to omit. A number of these com- 
panies, however, have annual revenues of 
only about $1-$3,000,000, and in some 
cases only a small proportion of the 
stock is in the hands of the public. Hence 
they are relatively unimportant market- 
wise. 

A foreign group of stocks has been 
added — all Canadian companies with 
the exception of Brazilian Traction, 
which, however, is incorporated and 
traded in Canada. The prices given for 
these stocks are quotations on the Cana- 
dian exchanges rather than on the Curb 
market (where they are also traded). If 
the Curb prices were used it would be 
necessary to adjust dividends for the 
Canadian withholding tax, and also for 
the exchange discount, in order to obtain 
a correct yield. 
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Taxation of Regulated Enterprise 


4 Ens paid by public utilities, includ- 
ing income taxes, are actually a 
form of sales tax which the consuming 


public must pay. This is because nearly , 


all taxes payable by public utilities are 
allowed by regulatory commissions as 
deductions from operating expenses in 
determining the actual return and fair 
return for capital. 

Of course, even taxes paid by non- 
regulated business are, to some extent, 
passed on to the consuming public in the 
price of the end product or service. 
Otherwise such business could not oper- 
ate profitably. But it is obvious, in the 
case of a public utility, that the imposi- 
tion of a tax is of much greater signifi- 
cance for the social economy because of 
the unique characteristics which distin- 
guish utilities from unregulated enter- 
prises. 

It is for this reason that the recent 
publication of “Taxation of Regulated 
Enterprises” is a welcome addition to the 
literature of the regulated industries, It 
has been prepared by the editors of the 
well-known utility reference service, pub- 
lished by The Economic Reference Inc. 
of Ridgewood, New Jersey. As a matter 
of fact the book is actually a collection 
of selections from “The Utility Refer- 
ence,” 

With their characteristic thorough- 
ness, the editors have explored the im- 
pact of public utility taxes of all kinds— 
gross receipts, excises, corporate income, 
franchise taxes, social security, and a 
host of special and local taxes, The all- 
important question as to the deductibility 
of such taxes from operating expenses 
(especially war taxes) is given careful 
consideration and analysis in the light 
of controlling decisions-—many quite re- 
cent. There are numerous clarifying 
tables, charts, and other graphic illustra- 
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tions. Among the interesting conclusions _ 
to be drawn from this statistic an 
graphic information are: 
{ (1) That the total taxes paid by utili- 
| ties result in a grossly unequal sales tax 
| burden on consumers in different service 
jareas. (2) That Federal corporate in- 
come taxes do not vary closely or con- 
sistently with operating income as defined 
for regulatory purposes. (3) That Fed- 
eral taxes at a given percentage of net in- 
come take varying proportion of operat- 
ing income without regard to reasonable- 
ness of return on capital. 

The plan of the book may be a little 
difficult for the casual reader to grasp 
immediately—probably because the se- 
lections are so varied. But the statistical 
information is highly rewarding to any- 
one having an interest in tax policy or 
the economic performance of public utili- 
ties as affected by taxation. The purpose 
of the book is best stated by the follow- 
ing paragraphs taken from the foreword 
of the editors: 


These studies are therefore directed 
particularly toward analysis of the 
legal and economic characteristics of 
regulated enterprises, which affect the 
relative size of their tax burdens, the 
incidence of such taxes, and their ef- 
fects on the social economy. 

Economic and rational taxation of 
regulated enterprises will not evolve 
unless or until the distinguishing 
characteristics of these enterprises are 
accorded appropriate recognition. 

Equality as a “principle” of taxa- 
tion should mean actual equality and 
not mere sore of tax form and rate, 
since equality of form may produce 
inequality in fact. Adverse economic 
consequences of heavy taxes on regu- 
lated enterprises are obscured by a 
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failure to make this distinction between 
equality of form and equality of tax 
burden. Similarly, economic costs 
which are pertinent to analysis of the 
comparative advantages of public and 
private ownership are obscured by 
discriminatory exemption of publicly 
owned undertakings from taxes and 
from equal tax burdens. 


There is an excellent cross-reference 
index, as well as a subject index, The 
latter is placed at the beginning of the 
book, which is a proper and logical ar- 
rangement for a volume which is s0 
organized. 

TAXATION OF REGULATED ENTERPRISES, The 


Economic Reference Inc., 88 Chestnut street, 
Ridgewood, New Jersey. 





Independent Telephone Speaks 


a humor, and advice were 
given to the Minnesota Telephone 
Association in an address by Leon Rob- 
erts of the Gary group operating com- 
panies. The speech was made January 
24, 1949. Here are the essential ideas 
presented by Mr. Roberts: 


If we operating people and our 
commissions, working codperatively, 
cannot solve our mutual problems, 
then we will all become servants work- 
ing for a government bureau. 

If we are going to ask commissions 
and investors to help us out, we’ve got 
to keep our end of the bargain by 
watching expenses more closely, and 
by doing more preventive maintenance. 
We've got to start picking our em- 
ployees more carefully, and we’ve got 
to see that we have better employee 
training programs, 

In many cases, we can keep more 
adequate trouble and traffic reports, 
and more complete complaint records. 
Let’s find out just how good, or how 
bad, our service really is. 

Among other things, certainly, we 
have to do a better job of educating our 
subscribers on what it costs to provide 
them with service. It isn’t enough to 
run a couple of ads in the local news- 
paper just before a rate case. 


“Tt is no secret,” according to Roberts, 
“that those companies which have ob- 
tained rate increases and those which 
have obtained refinancing with less diffi- 
culty than others, are those which, in the 
past, have looked well to their public rela- 
tions. They are companies which spent 
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time, effort, and money keeping their 
subscribers informed as to the progress 
in telephonic communications and as to 
the need for higher rates. No one will 
dispute the fact that the better you sell 
your customers on the value of their 
service, the easier will you find it to deal 
with your regulatory commission. And 
you cannot blame the commission for 
that !” 

Good public relations, he said, is nine- 
tenths doing and one-tenth talking. 


oe is no question that giving 
good service probably solves about 
eight-tenths of our public relations prob- 
lems. This is why many companies today 
find themselves harassed and beset on 
every hand. For them the $64 question 
is: “How can we give good service with 
earnings so inadequate that we can’t at- 
tract new capital to improve our plant?” 
That question they must leave largely to 
the regulatory commissions to answer. 

“And since the President’s message to 
Congress on January 5th in the year of 
our Lord, 1949, many of us have been in 
the same category as the fellow who had 
insomnia so badly he couldn’t sleep even 
when it was time to get up!” 

Mr. Roberts asserted that the thing 
which gives us courage is the increasing 
tendency on the part of some state regu- 
latory commissions to recognize that tele- 
phone companies no longer can continue 
to give 1949 telephone service with 1939 
dollars at 1929 rates. 

Another basis of encouragement 
comes in changing concepts of values for 
rate-making purposes. Some commis- 
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sions have abandoned their strict original 
cost theories in favor of reproduction 
costs and other factors which are being 
taken into consideration in determining 
a rate base which will produce earnings 
sufficient to at least partially combat in- 
flationary increases. 
Financing 

ro question of adequate rates 
4 naturally brings up the problem of 
financing. How to obtain sufficient 
finances to improve plant so that un- 
precedented demands for telephone serv- 
ice can be met is the burning question 
right now with most telephone com- 
panies, and particularly with the smaller 
companies, 

It is no secret that, in several rural 
communities, local telephone companies 
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are on the verge of collapse. Already 
some have given up the ghost. 

Why not look to one’s own com- 
munity? The money is there. All that is 
needed is for someone to show the way. 
The manner in which the telephone in- 
dustry handles this problem is going to 
have an important bearing on proposed 
RTA’s, REA loan agencies, and other 
alternatives to private enterprise. 


More on Public Relations 


HE natural public relation promoter 
in any concern is the chief executive 
officer, whether his title be president, 
general manager, superintendent, or 
what. But his success in this sphere will 
be measured by his ability to enlist the 
enthusiastic cooperation of his staff. 
A public relations man must be good. 
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He should be able to see the invisible, to 
feel the force of the intangible, to appre- 
ciate the weight of the imponderables. 
He must be equipped to think inde- 
pendently and critically. Above all he 
must keep an open mind and be willing 
to listen to the man who knows enough to 
have a right to speak. 

Public relations, or human relations, 
tie in very closely with every phase of 


the telephone business. Under its 
nomenclature comes the development of 
subscriber codperation, employee rela- 
tions, indu relations, and relations 
with our cemiciars commissions. It has 
a very definite and poignant bearing on 
rate increases and refinancing programs, 
which are uppermost in the minds of 
every telephone operating man today. 
—G.M.W. 





Population Study of New York 


* HE industrial and economic develop- 

ment department of Consolidated 
Edison Company of New York has pub- 
lished a unique and interesting study of 
population shifts in New York city. The 
purpose of the study is to guide the com- 
pany in the planning of its electric and 
gas business. 

The results indicate that after a 
neighborhood matures, people either 
move in or out of it, according to the type 
and condition of the housing available. 
The influence of rapid transit lines in 
building up new neighborhoods along 
their routes is graphically portrayed by 
maps upon which are superimposed the 
skeleton of the transit systems printed on 
transparent sheets. 

The report, titled “Population Growth 
of New York City by Districts, 1910- 


1948,” shows that some of the areas 
which have gone through the familiar 
stages of growth, maturity, and decline 
are either beginning to gain in population 
again or are about to. A prime example 
is Manhattan’s Stuyvesant area on the 
east side. 

The number of persons living in the 
area declined from before 1910 until 
1940, when a new upturn began. The four 
great housing developments in that area 
—Stuyvesant Town, Peter Cooper Vil- 
lage, Lillian Wald Houses and Jacob 
Riis Houses—alone are expected to add 
some 33,000 persons by 1950. 

Data for this study were drawn from 
residential electric bills rendered, segre- 
gated into twenty-four districts in the 
four boroughs served by the Consoli- 
dated Edison system companies. 





Street Light Damage 


Ivacious kids throwing rocks at in- 
sulators and exploding street lamps 
with air guns do not represent one of the 
primary problems of electric utilities, but 
the situation requires attention in some 
localities. Hartford Electric Light Com- 
pany, 266 Pearl street, Hartford, Con- 
necticut, has found an answer. The com- 
pany has made positive efforts to cut 
down street-light and insulator damage. 
Its program, which has been carried on 
for a few years, grew out of a fatal acci- 
dent. 
Linemen, 
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in their climbing gear, 


demonstrate to schoolchildren what is re- 
quired to replace the destroyed equip- 
ment. The school authorities feel that 
these safety lessons fit well into their 
“good citizen” programs. 

Representatives of the distribution de- 
partment of the company acquaint the 
pupils with the hazards involved. The 
children are told that the destruction of 
street lights creates traffic dangers for 
pedestrians, and hazards for the men 
who have to replace them. They are 
urged to refrain from using such lights 
as targets. 
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The March of 
Events 


In General 


Problems Facing Bonneville 


HE Bonneville Power Administra- 

tion faces critical problems which 
call for congressional action to change 
planning, financing, and management. 

Paul J. Raver, administrator, in his 
annual report released last month, said 
that although in the fiscal year ending 
last June 30th power operations, from a 
business standpoint, were “maintained 
at a sound and satisfactory level,” there 
were “a number of disquieting factors.” 
The ultimate solution rests with Con- 
gress, he said. 

The Pacific Northwest's need for 
power, Raver said, is “of such urgency 
as to override any objection that con- 
struction of new power facilities should 
be delayed until the inflationary spiral is 
controlled.” 

Raver said that passage of the Bonne- 


ville Act in 1937 gave the government 
responsibilities of the utility business, but 
its fiscal policies were not altered prop- 
erly and now are “preventing fulfillment 
of this utility responsibility. Effects of 
this failure are cumulative. They will 
appear with increased intensity « each year 
until remedial action is taken.” 

Turning to the statistical side of the 
picture, the report shows 3 billion kilo- 
watt hours supplied to private utilities in 
Oregon, Washington, and northern 
Idaho ; shows operating revenues for the 
fiscal year at $24,513,710, an increase 
from $21,890,929 the previous year; 
shows expenses, depreciation, and inter- 
est at $15,377,529 and surplus from 
power operations at $9,136,181. 

The gross Federal investment in Co- 
lumbia river totaled $396,356,646, in- 
cluding construction costs and interest. 


California 


Bill-tto Force Delivery of Power 


BILL introduced recently in the state 

legislature by Assemblyman Jose 
C. Lewis of Kern county would em- 
power the state public utilities commis- 
sion to force private companies to de- 
liver power to municipal systems at more 
favorable rates. 


Assemblyman Lewis said the purpose 
of the proposal was to rectify situations 
such as the long-standing dispute be- 
tween the city of Roseville, Placer 
county, and the Pacific Gas and Electric 
Company over wholesale power rates. 
The city has refused to sign a long-term 
contract in order to get a lower rate. 


M ichigan 


Rate Increase Blocked 
Ts Michigan Consolidated Gas 
Company’s pressure for a rate in- 
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crease was blocked again on February 
8th by Circuit Judge Donald Holbrook. 
He upheld a year-old injunction restrain- 
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ing the company from increasing rates 
to consumers in Mt. Pleasant. 

Several” similar cases were reported 
pending before courts or the state public 
service commission. 

Judge Holbrook’s decision was based 
on a hearing last August. At that time, 
Mt. Pleasant complained that Michigan 
Consolidated was trying to boost rates 
from 50 to 300 per cent, with an average 
increase of about 65 per cent in the Mt. 
Pleasant area. 


Commission Shake-up Demanded 


gene aggre of present state public 
service commission members, on 
the ground that they were too generous 
in granting recent utility rate increases 
totaling $30,000,000 a year, was de- 
manded last month by municipal officials. 

In Lansing for a conference with 
Governor Williams as spokesman for 
utility customers, city attorneys for De- 


troit and several other cities criticized 
the all-Republican commission as “over. 
fearful for the stability of the com. 
panies.” 

Stuart B. White, commission chair- 
man, promptly asserted that any com- 
mission doing its duty would have had 
to grant utilities relief in the face of 
inflation. 

Under normal circumstances, Wi- 
liams will be able to make only one 
change in the commission during the 
present Democratic administration, 
which ends December 31, 1950. The 
governor said the city attorneys had of- 
fered no evidence such as would be re- 
quired for ouster proceedings. 

“The difference is over philosophy,” 
he said. “I can see where this might be 
worthy of consideration in regard to a 
reappointment, but not as to an ouster.” 

Williams subsequently conferred with 
public utility representatives. 


New York 


State Authority Issues Report 


S fpagr ogc power development 
in the international section of the 
St. Lawrence river would cost $20,000,- 
000 a year less than comparable energy 
produced in steam plants, the New York 
State Power Authority declared in its 
annual report early last month. 

Urging prompt development of St. 
Lawrence resources, the report said that 
New York, particularly the upstate area, 
already is suffering from a power short- 
age that will become worse in the future 
despite increases made in generating 
capacity last year and scheduled for this 
year and next. 

“New York is at a competitive disad- 
vantage in steam power generation, as 
compared with coal or oil-producing 
states, because of its lack of these natural 
resources and resulting high cost of im- 
ported fuels,” it continued. “Charges to 
consumers are, therefore, comparatively 
high and are reflected in relatively low 
usage of electricity.” 
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Another section of the report said 
that the present supply of power in New 
York is not sufficient “to promote growth 
in industrial production and power 
uses, without interruption and curtail- 
ment,” and added this was due to the 
delay in St. Lawrence development. 


Court Refuses Stay 


— Court Justice Isadore Book- 
stein on February 11th denied an 
application by the Consolidated Edison 
Company of New York for a stay of the 
temporary rate reduction for electric 
service fixed by the state public service 
commission. 

The company, declaring that the tem- 
porary rate reduces its revenue at least 
$65,000 a day, sought the stay pending 
ultimate adjudication of its case by the 
appellate division. Justice Bookstein, in 
denying the application, said there could 
be no “great and irreparable injury” to 
the petitioner. The company insists that 
the rates established are confiscatory. 
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North Carolina 


Reorganization Bills Introduced 


commission, as advocated by Gov- 
ernor W. Kerr Scott, was proposed by 
bills introduced in the state legislature 
recently. 


} peers of the state utilities 


¥ 


The measures would increase the 
number of commissioners from three to 
five, place one commissioner at the head 
of each of four clearly defined divisions 
within the commission, and authorize 
the employment of technically trained 
personnel. 


Pennsylvania 


Commission Upholds Rates 


Tt. state public utility commission 
on February 10th upheld the do- 
mestic and rural electric rates of the Edi- 
son Light & Power Company of York, 
finding the rates were “not excessive 
and unreasonable, and were justified.” 
The action closed an investigation the 
commission started on March 17, 1947. 


* 


Rhode 


Changes in Utility Laws 
Proposed 


Ma changes in the state’s public 
utility laws were proposed by ad- 
ministration bills introduced last month 
in the state legislature by House Demo- 
cratic Floor Leader James H. Kiernan 
of Providence. 

_One bill would send appeals from de- 
cisions of the state public utility admin- 
istrator directly to the state supreme 
court, eliminating intermediate review 
by the 3-member public utility hearing 
board. The other bill would increase the 
time the administrator can take in in- 
vestigating and hearing rate cases from 
three months to nine months, and grant 
the administrator an additional ninety 
days to enter a final rate order. 

The first bill specifically stipulates that 
the proposed new procedure on appeals 
shall not affect the current bids of the 
New England Telephone & Telegraph 
Company or the United Electric Rail- 
ways Company for higher rates. 
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Commissioner Confirmed 


oHN B. Conty, Pittsburgh lawyer- 

member of the state public utility 
commission, was unanimously confirmed 
last month for a full 10-year term by 
the state senate. The post pays $10,000 
a year. 

Mr. Conly, forty-seven, is the young- 
est member of the rate-making agency. 


Island 


Under the proposed legislation, an ap- 
peal from the administrator’s order in a 
rate case would not automatically result 
in a stay of rates laid down by him, as it 
does at present. However, the supreme 
court at its discretion could stay the ef- 
fectiveness of the order until it had com- 
pleted its hearing on appeal. 

Hearing on the appeal before the su- 
preme court would not be de novo as it 
is now before the hearing board. 

The second bill is similar to an ad- 
ministration proposal which failed of en- 
actment in the state legislature last year. 


House Passes Appropriation 
Fees Governor John O. Pastore 


urged “prompt legislative consid- 
eration and action,” the state house of 
representatives on February 8th passed 
and sent to the state senate a $25,000 ap- 
propriation to finance the state’s investi- 
gation of the United Electric Railways 
Company request for a rate increase. The 
senate passed the bill on February 10th 
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Tennessee 


Power Board Plans Survey 


HE Johnson City Power Board re- 

cently informed upstate electric 
consumers that a survey was being con- 
ducted with a view toward expansion of 
rural services. 

Purpose of the plan, Manager Charles 
F. Stine said, is to determine what new 
areas should be served, and approximate 
cost of increased service. 

Anticipated legislation removing a 
Johnson City charter limitation on the 
issuance of bonds would pave the way 


for a general program of line extensions, 
Stine declared. 

Probable size of the expansion pro- 
gram has been unofficially estimated at 
$500,000, with more than 90 per cent 
being used for rural lines. 

Stine has voiced opposition to Repre- 
sentative Orville Martin’s proposal to 
increase the power board’s membership 
by three persons “to take care of Jones- 
boro and the county seat.” Stine con- 
tended such a measure would only delay 
expansion because of resultant confusion 
over the validity of such a bill. 


» 


Vermont 


Increased Jurisdiction Approved 


NCREASED jurisdiction for the state 
public service commission over pro- 
posed utility rate changes was speedily 
approved by the state house last month 
without debate or dissent. 

The atmosphere in which the bill 
passed the house was an anticlimax to the 
debate and roll call vote that advanced it 
to third reading in the lower chamber. 

As it was sent to the senate, the bill 
permits the commission to initiate on its 
own motion investigations into pro- 
posed rate increases by utility companies. 
It also limits to six months the time the 
commission has to make final deter- 
mination on the matter, if an investiga- 
tion is ordered. 


State Power Authority Proposed 


REATION of a Vermont Power 
Authority for the development of a 
statewide electrical energy program was 
proposed by a bill introduced last month 
in the state legislature by Representative 
Keith Wallace of Waterbury with the 
backing of Governor Ernest W. Gibson. 
Providing for an authority governed 
by a 5-member board of trustees, the bill 
defines the policy under which the 
authority would operate and states spe- 
cifically the powers relegated to it. These 
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would include the power to develop an 
interconnect system of wholesale genera- 
tion and transmission of electricity 
which could be extended to any part of 
the state. 

The state would be able under the act 
to take advantage of any electric power 
which may be developed in the St. Law- 
rence river. 


Power Bill Introduced 


A BILL designed to alleviate future 
electric power shortages in Ver- 
mont by broadening the powers of the 
state public service commission was in- 
troduced in the state legislature last 
month by Representative Marcoux of 
Underhill. 

The measure would authorize the 
commission to order a company engaged 
in the manufacture, transmission, and 
sale of electricity to transport electric 
energy over its system at a reasonable 
charge and in such manner as the com- 
mission directs when such transmission 
would alleviate a power shortage. 

It also would give the commission 
authority to require domestic power 
companies to maintain in their areas fa- 
cilities to provide a codrdinated system 
for transmitting electricity to areas 
affected by a shortage. 
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Washington 


State Power Commission 
Proposed 


ayor William Devin of Seattle last 
month injected a new slant in the 
power issue when he advanced a pro- 
posal to create a Washington State 
Power Commission. It was being draft- 
ed into bill form. 

Devin said his proposal stemmed from 
“the opposition of a large bloc of Wash- 
ington people opposed to the proposed 
Columbia Valley Authority.” The pur- 
pose of the commission, he stated, would 
be “to acquire for the people, as far as 
possible, the full control and integration 
of power resources in and of the state.” 

The Seattle mayor said the commis- 
sion should have the following powers: 
(1) Construct and acquire real and per- 
sonal property for generation and dis- 
tribution of hydroelectric power within 
the state; (2) contract for sale electric 
power at wholesale to public bodies or 
private corporations ; (3) contract with 
the Federal government for acquisition 
of dams and other power-producing fa- 
cilities; (4) codperate with neighboring 
states, including British Columbia, for 
development of power resources in 
those states as they affect power devel- 
opment in Washington. 

Devin also proposed legislation to pre- 
vent loss of revenue to the state and mu- 
nicipalities by reason of private power 


nee being removed from the tax 
ro 


s. 

On another phase of the power ques- . 
tion, the house committee on public utili- 
ties stamped “do pass” on a measure giv- 
ing public utility districts the right to 
combine for the purpose of purchasing 
private power companies. 

Sharp discussion preceded the recom- 
mendation, with Loomis Shadbolt, Re- 
publican, Yakima, calling the bill “an- 
other step toward socialization of the 
state.” 

The bill is interpreted as being the 


_ answer to the state supreme court deci- 


sion which blocked efforts by the Skagit 
County Public Utility District to pur- 
chase all Puget Sound Power & Light 
Company properties for itself and other 
PUD’s in 1947 at a cost of $135,000,000. 

The power purchase bill, HB 322, was 
introduced by two eastern Washington 
legislators, a Democrat and a Republican, 
Ole H. Olson of Pasco and Mrs. Eva 
Anderson of Chelan. 

Whatcom County Public Utility Dis- 
trict commissioners have gone on record 
in opposition to the bill. Conrad Barker, 
president of the Whatcom commission- 
ers, said the measure could make a single 
PUD unit powerless to stop a deal engi- 
neered by any two PUD’s. 

He said “Any legislation should pre- 
serve to each PUD complete autonomy 
in the ownership and management.” 


Wyoming 


Bond Bill Rejected 


HE state house of representatives 
last month rejected, by a margin of 
approximately 4 to 1, a bill to empower 
cities and towns to issue revenue bonds 
for the acquisition of public utilities. 
Representative William H. Harrison, 
Sheridan Republican, one of seven 
sponsors of the bill, asserted that similar 
revenue bond bills already had been 
passed by the state legislature and that 
he had “heard no voice raised.” 
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“This bill gives the people the right, 
not to buy, but to vote whether or not 
they want to buy public utilities,” Har- 
rison said. : 


Signs Joint Resolution 
ct1inc Governor A, G. Crane recent- 
ly signed a joint resolution of the 
state legislature memorializing Congress 
to appropriate funds for planning and 
construction of adequate hydroelectric 
power plants in Wyoming. 
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Statewide Method of Telephone Rate Making Adopted 


? I ‘HE Missouri commission author- 

ized the Southwestern Bell Tele- 
phone Company to increase rates on a 
temporary or experimental basis. The 
new rates will yield a return of 5.27 per 
cent on undepreciated original cost, or 
6.43 per cent on a depreciated original 
cost rate base. The commission said that 
if such rates, after a trial period, indicate 
that they will produce an excessive rate 
of return, it will require the company 
to make adjustments. 

The company showed current cost new 
and current cost, less deterioration, as 
further evidence on which to fix a rate 
base. The commission did not believe 
that this provided a satisfactory measure 
of what it would cost to construct the 
company’s plant to date and, consequent- 
ly, did not give much weight to that 
evidence. 

The commission disallowed expenses 
for advertising in connection with this 
rate case. It believed there was no justi- 
fication for allowing, as an operating 
expense to be borne by subscribers, ex- 
penditures in connection with advertis- 
ing to promote the establishment of 
higher rates. 

Commissioner Wilson, in a separate 
concurring opinion, however, said that 
the company should have the right to 
present its problems to the public. She 
believed that the company should be al- 
lowed a reasonable sum for this purpose, 
so that the customers would not be mis- 
led by information from less authorita- 
tive sources, 

The cities of St. Louis and Kansas 
City contended that the rates should be 


fixed upon the local exchange basis, as 
opposed to the company’s contention 
that they should be fixed upon a state- 
wide (value-of-service) basis. The com- 
mission upheld the company in this 
respect. 

This question had been considered and 
ably discussed in an earlier case pre- 
liminary to a declaration by the commis- 
sion of administrative policy to be fol- 
lowed in the future. However, while the 
commission had gone upon record as 
favoring the statewide method of rate 
making, it had not issued a decision to 
that effect. In the present case the com- 
mission said that it could see no material 
change either in the facts or the law from 
what was before it in that earlier case, 
and, therefore, believed no valid reason 
existed why it should depart from its 
administrative policy favoring the state- 
wide method of rate making, 

As a part of its proposed new rates, 
the company sought authority to pass on 
to subscribers in the various cities cer- 
tain city special taxes, sometimes called 
license or occupation taxes. The company 
proposed that in all the cities served, ex- 
cept St. Louis and Kansas City, where 
a gross receipts tax in excess of 2 per 
cent is levied, all that portion of the tax 
in excess of 2 per cent be added to the 
rates for the subscribers in that city. The 
commission rejected the proposal, say- 
ing: 


City special taxes are levied by prac- 
tically all of the cities in which the 
company operates, These taxes are 
nowise uniform. They are a legitimate 
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operating expense of the company and 
where such tax rate varies among the 
cities the effect is to burden subscrib- 
ers in some cities with a part of the 
taxes levied by other cities, unless the 
rates are adjusted to eliminate this 
effect. It is an unjust discrimination 
for the telephone users of one city to 
be burdened with any part of taxes 
levied by another city... . 

We cannot approve the plan sub- 
mitted by the applicant for several 
reasons. The company’s plan would 
exempt the subscribers of the ex- 
changes of Kansas City and St. Louis, 


e 


where the tax is now 5 per cent of the 
gross income, which would result in 
unreasonable and unjust discrimina- 
tion. For the time being we suggest 
that the applicant attempt to work out 
a uniform method to eliminate the 
inequities now existing. If this cannot 
be done, then the only alternative will 
be for the commission to further in- 
vestigate the matter and after a hearing 
determine an equitable plan for the 
company and other utilities to follow. 


Re Southwestern Bell Teleph. Co. (Case 
No, 11,191). 


Decrease in Hydro Power Is Basis for 
Emergency Rate Increase 


2 Michigan commission allowed 
an electric utility an emergency rate 
increase where the utility had experi- 
enced marked increases in operating 
costs due largely to the low water condi- 
tions which caused a curtailment in 
hydroelectric generation and an increase 
in steam generation. The commission 
also considered a substantial increase in 
the price of coal. 

The rate allowed, the commission said, 
would not permit the utility an unreason- 
ably high return or result in an excessive 
charge to the ratepayers. 

The commission took cognizance of 
rising costs throughout the country and 
made the following statement of policy: 


It has been and is now the intention 
and policy of this commission to hold 
the line against inflation and its attend- 
ant rising costs and prices wherever 


and whenever it is possible so to do, 
not only in the interest of the customer- 
users of applicant’s electric services, 
but also in the interest of the public at 
large. Likewise, the commission will 
neither countenance nor permit any 
excessive, unreasonable, or unjustifi- 
able rate or rates to be charged cus- 
tomers of any public utility operating 
under its jurisdiction; nor will it per- 
mit the charging of a rate not commen- 
surate with the quality of service ren- 
dered and to be rendered by any public 
utility operating within this state. This 
commission strongly feels this to be 
its moral, as well as its legal duty, in 
its capacity as a public agency, and it 
will continue to pursue this policy dur- 
ing its entire tenure of office. 


Re Upper Peninsula Power Co. (D-3571- 
R-48.4). 


& 


Commission Asserts Power to Fix Gas 
Rates on System-wide Basis 


Te Michigan commission, in author- 
izing an emergency rate increase, 
overruled a motion by the city of Detroit 
to dismiss the proceedings on the general 
ground that the city must be treated as 
an independent entity and separate rate- 
making area. 
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The city argued that it could not be 
commingled with other communities in 
the determination of rates to be charged 
within the city. It argued that the com- 
mission had no jurisdiction to fix rates 
throughout the service areas of the com- 
pany and treat it for rate-making pur- 
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poses as an integrated utility system. 

The city also advanced the claim that 
the commission possessed no authority to 
fix rates on a system-wide basis as there 
were numerous communities whose rates 
were fixed by franchise contracts which 
could not be modified by the commission. 
The Detroit franchise had expired and 
the company, it was said, occupied the 
streets by sufferance from the city “as 
a trespasser.” It was said that the city 
could at any time enter into an agreement 
with the company, and in that event the 
commission would have no jurisdiction. 

The commission said that there was 
no franchise wherein the time limit for 
the fixing of rates by the commission 
had not expired, and the problem might 
be approached from the standpoint of 
the expiration of franchises in all com- 
munities served. 

The city, however, based its position 
on a statutory provision that in cases 
where a franchise has expired the 
municipality should have the right to 
petition the commission to fix rates, It 
was argued that the company itself could 
not petition for a rate increase, although 
it could establish its own rates and the 


municipality or a consumer could peti- 
tion the commission. The commission, 
after referring to court rulings, decided 
that the company had the right to petition. 

No practical or equitable reason, said 
the commission, had been advanced why 
rates should not be fixed on a company- 
wide basis. It was said to be obvious that 
it would be wholly unjust and inequitable 
to attempt to segregate the city of Detroit. 
The company would be required to use 
its gas manufacturing facilities through- 
out its system, The cost of manufactured 
gas far exceeded the cost of natural gas, 
A major portion of the gas supplied was 
natural gas derived partly from the Pan- 
handle system and partly from gas wells 
in Michigan. Gas would be mixed to 
serve the city of Detroit and other areas. 

Emergency relief, said the commis- 
sion, must be gauged by whether the re- 
turn on a fair rate base is confiscatory or 
approaches a confiscatory level. This level 
may be said to have been reached when 
earnings have declined to such a point 
that the company cannot be expected 
reasonably to carry on its obligations in 
rendering service, Re Michigan Consoli- 
dated Gas Co. (D-3430-49.2). 


7 


Operating Losses Basis for Service Discontinuance 
Where Rate Increase Impractical 


mee Montana commission dismissed 
a complaint against the discontinu- 
ance of telephone service which would 
result in a continued loss. The company 
had no franchise. Abandonment of serv- 
ice left the territory open to anyone wish- 
ing to undertake the venture. The com- 
pany was not attempting to enjoy any 
benefits from its status as a utility, 

The commission pointed out that utili- 
ties are entitled to rates which will pay 
operating costs and yield a fair return on 
the value of the property used and use- 
ful in the public service. It cited cases 
holding that any utility contemplating 
abandonment of service should use every 
means at its command, including applica- 
tions for rate increases, to remain in 
function, In this case, however, any ade- 
quate rate would be impractical. 
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There was a question as to who was 
responsible for furnishing service. Cer- 
tain individuals were operating the com- 
pany under a contract for sale. The pro- 
posed purchasers after operating at a loss 
for some time, finally relinquished the 
property to the owners. 

The commission observed that it does 
not have authority over transfers and 
sales of utilities. It also stated that the 
company should have applied for author- 
ity to abandon service before discontinu- 
ance. 

But the party operating the company 
under a contract of sale was not the own- 
er and could not decrease the value of the 
property by petitioning for abandon- 
ment, The real owner of the company, on 
the other hand, could not petition for 
abandonment until the property was re- 
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leased back to him. The commission held 
that these factors, however, did not ex- 
cuse the proper parties for abandoning 
service without first obtaining proper 
authority. 

The commission, in examining operat- 
ing expenses, held that if an owner de- 


. 


votes his time to performing services for 
the utility, he is entitled to receive the 
usual and reasonable wage for such serv- 
ices. He is not required to donate his 
time to the patrons of the company. Re 
East Side Teleph. Co. (Docket No. 3647, 
Order No. 2027). 


Opinion of Commission Not Reviewable As Order 


nN action by a radio station owner to 
annul an opinion of the Federal 
Communications Commission as to the 
meaning and effect of the anti-censorship 
provision of the Communications Act 
was dismissed by the United States Dis- 
trict Court. 

The opinion was uttered by the com- 
mission in the course of deciding a broad- 
casting company’s application for operat- 
ing authority. The commission declared 
that the anti-censorship provision was 
broad enough to bar a station from cen- 
soring libelous and slanderous matter. 

The station owner was concerned 
about the matter because under state law 
he could be held liable for libelous state- 
ments going on the air over his facilities. 


Consequently, he felt that whether he 
either permitted slanderous matter to be 
broadcast or censored such matter, he 
would violate either state or Federal law. 

The court decided the case on pro- 
cedural grounds. It ruled that the 
opinion of the commission was not in any 
sense an order which could be appealed 
from or attacked. The commission, it 
said, was not making any new rule or 
regulation but was merely expressing its 
view as to the state of the law at the time 
of its pronouncement. Since the attack 
on the commission opinion presented 
nothing for judicial consideration, the 
court dismissed the case for lack of juris- 
diction. Houston Post Co. v, United 
States et al, 79 F Supp 199. 


& 
Failure to Serve Costs Telephone Monopoly 


Ama company which had for 
many years, without reasonable 
cause, failed to satisfy many demands 
for service within its service area was de- 
prived by the Indiana commission of the 
exclusive right to serve. 

The commission observed that in such 
a matter the paramount consideration is 
the public interest. Reasonably adequate 
telephone communication, the commis- 
sion continued, is an indispensable neces- 
sity in the present day and age. 

Where a company utterly fails to meet 
its service obligations, the commission 
may either revoke the authority of the 


company to serve the area as a public util- 
ity or withdraw its exclusive right to 
serve. The commission commented : 


Revocation of the authority might 
well result in immediate and complete 
cessation of service to the detriment 
of its patrons and the public, while a 
termination of its exclusive authority 
will have the effect of eon, 
another similar utility to enter an 
serve this territory without a disrup- 
tion of service by the presently author- 
ized utility. 


Re Joyner et al. (No. 20403). 


e 


Token Fares at Different Rates Confusing 


A= company was authorized by the 
Minnesota commission to abandon 
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its present token fare of seven for 50 
cents and to continue a token fare of two 
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for 15 cents. The company’s rate of re- 
turn was found by the commission to be 
clearly inadequate. 

Establishment of two token fares at 
different rates, it was said, had caused 
the company considerable difficulty in 
maintaining accurate records. It was im- 


possible to determine whether the sale of 
tokens resulted from sales at two for 
15 cents or seven for 50 cents. The rate 
of two tokens for 15 cents had been the 
most popular with the patrons. Re 
Brainerd Bus Lines, Inc. (ATC Docket 
No, 378, ATC Order No. 7804-3). 


7 


Other Important Rulings 


oe California commission ruled that 
the question for decision, on an ap- 
plication for approval of a lease of opera- 
tive rights under a lease and option to pur- 
chase and a transfer of real and personal 
property by one motor carrier to another, 
is whether this will be injurious to the 
rights of the public rather than whether 
public convenience and necessity require 
the establishment of a new operation; 
and also that a restriction prohibiting a 
carrier from operating a through service 


would be contrary to law. Re Hurlbert 
et al. (Decision No. 42193, Application 
No. 29657). 


The supreme court of Nebraska held 
that the commission has the sole power 
of the state to grant or amend a certifi- 
cate of convenience and necessity, since 
such a certificate is not property in any 
legal sense but is simply a permit or 
license to do business as therein limited. 
Re Meyer et al. 34 NW2d 904. 
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UNITED STATES COURT OF APPEALS, THIRD CIRCUIT 


Federal‘ Power Commission 


Panhandle Eastern Pipe Line Company 


No. 9847 
—_ 724 — 
January 6, 1949 


PPEAL from order of United States District Court refusing 
A preliminary injunction to restrain completion of transaction 
by natural gas company involving the transfer of gas leases; 
judgment affirmed, but stay granted to permit Commission to 

seek certiorari. 


Gas, § 2.1 — Jurisdiction of Federal Power Commission — Transfer of gas leases. 
1. Congress, by excluding from the jurisdiction of the Federal Power Com- 
mission facilities for production or gathering of natural gas, pursuant to 
§ 1(b) of the Natural Gas Act, 15 USCA § 717(b), denied the Commission 
jurisdiction to regulate a transfer of natural gas leases by an interstate nat- 
ural gas company to a subsidiary organized to hold the leases and sell gas 
produced, p. 131. 


Injunction, § 50 — Suit by Commission — Determination of Commission jurisdic- 
tion. 

2. A court, in determining whether an injunction should be issued on peti- 
tion by the Federal Power Commission to restrain a natural gas company 
from completing a transaction over which the Commission asserts juris- 
diction, cannot escape the responsibility of deciding whether the Commission 
has been given the rights or powers for which court sanction is sought, not- 
withstanding the general rule that an administrative body is in the first 
instance its own judge of the scope of its jurisdiction, p. 132. 


Injunction, § 11 — Grounds — Threat of statutory violation. 

3. The provision of § 20 of the Natural Gas Act for action being brought 
in Federal court whenever it shall appear to the Federal Power Commis- 
sion that any person is engaged in, or about to engage in, any act or prac- 
tice which constitutes or will constitute violations of the provisions of the 
act or any rule or regulation thereunder, does not give the Federal Power 
Commission a standing to ask the court for help to restrain a transaction 
by a natural gas company when the Commission has not alleged that the 
company has violated the statute, but at most says that the Commission 
might, on investigation, find that what has been done was in violation of 
law, p. 133. 


Orders, § 15 — Enforcement by court — Question of jurisdiction. 


4. The Federal Power Commission cannot have the help of the court to 
enforce an order directing a company to show cause why a transfer of leases 
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should not be set aside, and directing maintenance of the status quo pend. 
ing determination, if the order is not valid because beyond Commission 


jurisdiction, p. 133. 


Injunction, § 2 — Transfer of gas leases — Suit by Commission — Lack of juris. 


diction. 


5. An injunction to restrain a natural gas company from completing a trans. 
action involving the transfer of natural gas leases to a subsidiary, on suit 
by the Federal Power Commission, is properly denied where the basis for 
the Commission’s action is an assertion of jurisdiction over local facilities 
used for the production or gathering of natural gas, p. 134. 


Security issues, § 101 — Right to stock dividends — Receipt of certificate — 


Custody of court. 


Discussion of the question whether shareholders have fully completed rights 
to stock dividends when they have not received the certificates but the cer. 
tificates are in the hands of a custodian and are held by the action of a court, 


p. 134. 


By Goopricu, CJ.: 


Dramatis Personae 


1. Federal Power Commission, 
called “Commission,” plaintiff in the 
court below and appellant here. 

2. Panhandle Eastern Pipe Line 
Company, called “Panhandle,” defend- 
ant below and appellee here. 

3. State Corporation Commission 
of the state of Kansas. 

4. Various interveners, sharehold- 
ers of Panhandle. 

5. A part with no speaking lines but 
referred to by all the parties: Hugoton 
Production Company, called “Hugo- 
ton.” It is a child of Panhandle, 
incorporated under the laws of the 
state of Delaware. Whether the child 
is legitimate or not is one of the points 
in this litigation. 


Argument 


Panhandle is an interstate pipe-line 
company which transports and sells 
gas to local distributors from Texas to 
Michigan. This gas it gets from wells 
in Texas, Kansas, and Oklahoma. It 
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says it has gas properties under lease 
which will yield some six trillion cubic 
feet of natural gas. In September, 
1948, Panhandle organized Hugoton, 
transferred to it gas leases on 97,000 
acres of land in Kansas, and retained 
an option to purchase all or part of the 
gas produced from that land after 
January 1, 1965. Hugoton, in turn, 
has made a contract to sell the gas pro- 
duced to a distributing company in 
Kansas which in turn has contracted 
to sell it for consumption wholly with- 
in the state of Kansas. Panhandle also 
paid Hugoton $675,000 in cash and 
took back from this company all of its 
outstanding capital stock. Then it 
declared a dividend to its own share- 
holders, one share of Hugoton to every 
2-share ownership of Panhandle. 
Share certificates were made out, put 
in envelopes, and made ready to mail 
from the office of the United States 
Corporation Company in New Jersey. 
Mailing was held up by a temporary 
restraining order by the district court. 
That court, after hearing, refused a 
preliminary injunction. Plaintiff ap- 
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gealed. We continued the stay until 
the case could be heard and decided in 
this court. 

The Commission took its first action 
on October 26, 1948, when it issued 
an order instituting an investigation 
of the formation and proposed opera- 
tion of Hugoton, and the transfer to 
it of the gas leases mentioned above. 
On November 10, 1948, the Commis- 
sion issued a supplementary order to 
Panhandle and Hugoton, setting the 
matter down for hearing on January 
24, 1949, directing the companies to 
show cause why the transfers of leases 
and stock should not ve set aside, and 
directing maintenance of the status 
quo pending such determination. 


Legal Points 


[1]The controversy here arises out 
of the statute known as the Natural 
Gas Act passed in 1938." That stat- 
ute by its first section declares that 
Federal regulation in the matters of 
transportation of natural gas and the 
sale thereof in interstate and foreign 
commerce is necessary in the public 
interest. There is no doubt that Pan- 
handle is transporting and selling 


natural gas in interstate commerce and 
that under § 1 of the act such trans- 
portation and sale by the company 
are subject to its provisions. The last 
sentence of the first section of the 
statute, however, carves out from the 
subject matter to be regulated > very 
important exception. The words are: 
“. . but shall not apply to any 
other transportation or sale of natural 
gas or to the local distribution of 
natural gas or to the facilities used 
for such distribution or to the produc- 
tion or gathering of natural gas.” 
15 USCA § 717(b). 

It would certainly seem from the 
first half-dozen readings of these ex- 
clusionary words in the statute that 
Congress has pretty clearly taken out 
from its operation and left to state 
regulation*® the subject matter of the 
Panhandle-Hugoton transaction. That 
subject matter was a parcel of gas 
leases on land in Kansas. It is pretty 
hard to see why such leases are not 
facilities used in the production of nat- 
ural gas. The word “facilities” has a 
pretty wide meaning as one looks it up 
in the dictionary and a glance at the 
use of the term in court decisions in- 





115 USCA § 717. 

*“In denying the Federal Power Commis- 
sion jurisdiction to regulate the production or 
gathering of natural gas, it was not the pur- 
pose of Congress to free companies such as 
petitioner from effective public control. The 
purpose of that restriction was, rather, to pre- 
serve in the states powers of regulation in 
areas in which states are constitutionally com- 
petent to act. Thus the House Committee Re- 
port states: “The bill takes no authority from 
state Commissions, and is so drawn as to com- 
plement and in no manner usurp state regula- 
tory authority . . .’ [HR Rep No 709, 75th 
Cong. Ist Sess 2.] Clearly, among the powers 
thus reserved to the states is the power to 
regulate the physical production and gather- 
ing of natural gas in the interests of conserva- 
tion or of any other consideration of le = 
mate local concern. . .” Interstate 
Gas Co. y. Federal Power Commission (1947) 
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331 US 682, 690, 91 L ed 1742, 69 PUR NS 
1, 6, 67 S Ct 1482. Cf. Colorado Interstate 
Gas Co. v. Federal Power Commission (1945) 
324 US 581, 602, 89 L ed 1206, 58 PUR NS 
65, 65 S Ct '829, ‘as to the inclusion of produc- 
tion facilities in the rate base. 

The states are ag ty their regulatory 
powers in this field. See, eg., Kansas Gen 
Stat, Chap 55, §§ 701-713 (Sup pp 1947) ; Mich 
Stat Ann, Chap 97 (Supp 1947) ; Okla Stat 
Ann, Title 52, Chap 3, §8 81-247; Texas Rev 
Civ Stat Title 102, §§ 6008 et seq. (Vernon, 
1925, with Supp 1948). 

8 See especially Hartford Electric Light Co. 
v. Federal Power Commission (1942) 46 PUR 
gt 198, 131 F2d 953; Jersey Central Power 
& Light Co. v. Federal Power Commission 
(1942) 45 PUR NS 110, 129 F2d 183; Peo- 
ple’s Nat. Gas Co. v. Federal Power Com- 
mission (1942) 75 US App DC 235, 44 PUR 
NS 375, 127 F2d 153. 
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dicates no narrowing of the breadth 
of the term.* We have no reason to 
think that Congress meant it to be 
narrowly applied here. 

One is, therefore, immediately con- 
fronted with the question: Why, if 
matters concerning local gas leases are 
excluded from the scope of the stat- 
ute, does the Commission charged with 
its administration have anything to 
do with the transaction between Pan- 
handle and Hugoton? It is true that 
under § 14 of the act the Commission 
has wide investigatory powers, much 
wider than any subject matter reg- 
ulated by the statute. It is, for in- 
stance, authorized to conduct in- 
vestigations to obtain information to 
serve as a basis for recommendation 
for further legislation to Congress. 
It was as a matter of investigation 
that the Commission first started to 
work upon this Panhandle transfer. 
But no one in the argument before 
this court challenges the scope of the 
Commission’s investigatory power. 
And such power does not, as to this 
litigation, require any action from a 
court of equity. 

[2] The first answer the Commis- 
sion makes to the contention that reg- 
ulation of this transaction is beyond 
the authority which the Congress 
granted it, is to say that it is now an 
established principle of administrative 
law that the administrative body or 
agency is, in the first instance, its 
own judge of the scope of its jurisdic- 


tion. Several Supreme Court deci. 
sions are cited to us in support of this 
suggested principle.* This court js 
not unfamiliar with the decisions cited 
nor the problems they present, and it 
quite realizes the risks of making 
sweeping generalizations in a develop. 
ing field of the law. We think the 
one suggested to us is too sweeping 
The instances cited were cases where 
courts came in between the litigant 
and the agency and blocked or refused 
to assist the carrying out of duties im. 
posed by the lawmaking body upon the 
agency. The Wages and Hours Ad. 
ministrator cannot, of course, deter- 
mine whether a given operation in a 
particular factory is subject to the 
statute until he finds out what the op- 
eration is and then finds out if the 
provisions of the law are being obeyed 
by the factory owner.’ But in this 
case no court is stepping between the 
Commission and the performance of 
its job. The Commission is, on the 
other hand, seeking court help, which 
it admits is discretionary, in a situa- 
tion where its investigatory powers 
have been unopposed. When a party 
plaintiff seeks court help, it must show 
that it is entitled to such help. In 
determining whether a plaintiff is 
entitled to the relief-asked, the court 
cannot escape the responsibility of de- 
ciding whether plaintiff has been given 
rights or powers for which court sanc- 
tion is now sought. 


On the question of an administra 





#Macauley v. Waterman Steamship Corp. 
(1946) 327 US 540, 90 L ed 839, 66 S Ct 712; 
Oklahoma Press Publishing Co. v. Walling 
(1946) 327 US 186, 90 L ed 614, 66 S Ct 494, 
166 ALR 531; Endicott Johnson Corp. v. Per- 
kins (1943) 317 US 501, 87 L ed 424, 63 S Ct 
339; Myers v. Bethlehem Shipbuilding Corp. 
(1938) 303 US 41, 82 L ed 638, 58 S Ct 459. 
See Nathanson, Some Comments on the Ad- 
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ministrative Procedure Act (1947) 41 Ill Law 
Rev 368, 409; cf. Berger, Exhaustion of Ad 
ministrative Remedies (1939) 48 Yale L] 
981, 992. 

6 Oklahoma Press Publishing Co. v. Wall- 
ing (1946) 327 US 186, 90 L ed 614, 66 SC 
494, 166 ALR 531. Ba 3 

6 See 2 Vom Baur, Federal Administrative 
Law § 825 (1942). 
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tive agency’s determination of its 
own jurisdiction, moreover, we find 
that with regard to this Commission 
and this subject matter, the agency has 
pretty well defined its own position. 
It has been found as a fact that “It 
has been the practice in the natural 
gas industry for companies to trade 
freely in gas leases, and the Commis- 
sion has never heretofore asserted the 
right to regulate transfers of such 
leases.” Furthermore, the Commis- 
sion itself has stated officially: “The 
Federal Power Commission is of the 
opinion that it was the intent of Con- 
gress that the control of production 
or gathering of natural gas should 
remain a function of the states and that 
the Natural Gas Act should not pro- 
vide for regulation of those subjects.” 
18 Code Fed Reg § 03.79, p. 2903 
(Supp 1947). And the same point 
has been stated in Supreme Court 
opinions, although the statements are 
doubtless obiter and the court’s at- 
tention was directed to some other 
point.” 

Our conclusion as to the argument 
on this part of the case is that it is 
our obligation to go ahead and decide 
the instant appeal on what we believe 
to be its merits without waiting for 
further action by the Commission. 

(3, 4] The Commission’s argument 
for foundation of jurisdiction makes 
three points. In the first place it says 
that Panhandle in a previous matter 
in which the Commission undoubtedly 


had jurisdiction, represented most of 
the leases included in the Panhandle- 
Hugoton transaction to be used and 
useful in the operation of its then ex- 
isting pipe-line facilities. (2) On the 
basis of this and, of course, other 
representations and facts the Commis- 
sion permitted such leases to be includ- 
ed in Panhandle’s rate base. (3) 
Panhandle in an application for cer- 
tificates of public convenience and 
necessity under § 7 of the act made 
representations to the Commission on 
the basis of acreage of gas leases it 
held, some of which are being disposed 
of in this transaction with Hugoton. 
These three points, it is said, bring 
the alienation of gas leases within the 
scope of Commission activity and 
form the basis for asking that the Hu- 
goton transaction be held up until 
the Commission makes its deci- 
sion. The Commission has been very 
competently represented and the argu- 
ment made on its behalf is ingenious 
and plausible. That there is a connec- 
tion between the handling of matters 
in a local gas field and interstate 
transportation and sale of gas cannot 
be denied. No doubt Congress could 
have gone much further than it did 
in fixing the scope of Federal regula- 
tion. But it clearly and intentionally 
drew a line short of where it could 
have gone. 

So, it seems to us that the Com- 
mission’s argument proves too much. 
If it prevails, a gas company which 





™We do not mean to suggest that Con- 
gress was unmindful of the interests of the 
producing states in their natural gas supplies 
when it drafted the Natural Gas Act. As 
we have said, the act does not intrude on the 
domain traditionally reserved for control by 
state Commissions; and the Federal Power 
Commission was given no authority over ‘the 
production or gathering of natural gas.’” Fed- 


133 


eral Power Commission v. Hope Nat. Gas 
Co. (1944) 320 US 591, 612, 613, 88 L ed 333, 
51 PUR NS 193, 206, 64 S Ct 281. See also 
Interstate Nat. Gas Co. v. Federal Power 
Commission (1947) 331 US 682, 690, 91 L ed 
1742, 69 PUR NS 1, 67 S Ct 1482; Colorado 
Interstate Gas Co. v. Federal Power Com- 
mission (1945) 324 US 581, 602, 89 L ed 1206, 
58 PUR NS 65, 65 S Ct 829. 
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had had Commission action its rate 
base could never sell an outworn 
truck nor an obsolete drilling ma- 
chine without getting Commission 
approval. It would, likewise, be com- 
pelled to take to the Commission every 
proposed transfer of a 10-acre gas 
lease in exchange for another, no mat- 
ter how obviously desirable the trans- 
fer might be in collecting its holdings 
in a contiguous area instead of having 
them scattered. In other words, by 
this process, it seems to us, the Com- 
mission will have taken over the area 
of regulation of facilities for gas 
production which by express terms of 
§ 1 of the statute were to be excluded 
from Commission regulation. The 


words of the court of appeals for the 
District of Columbia seem applicable, 
although they were said in connection 
with a different kind of claim by the 


Commission: “But the administra- 
tive body finds a sufficient penumbra 
of meaning to justify a claim to 


more authority than appears upon the: 


face of its grant. It asserts the extend- 
ed authority and thus forces the issue 
upon the courts.”*® The court went 
on to point out that if it is desirable 
to extend Commission power, Con- 
gress should be asked to do it. The 
same advice applies here mutatis mu- 
tandis. 

Section 20 of the statute provides 
for action being brought in Federal 
courts “whenever it shall appear to the 
Commission that any person is en- 
gaged or about to engage in any acts 
or practices which constitute or’ will 
constitute a violation of the provisions 
of this act or of any rule, regulation, 

8 Border Pipe Line Co. v. Federal Power 


a aM — hee App DC —, 77 
UR NS —, — F2d — 
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‘no appeal to us. 


or order thereunder.” 15 USCA 
§ 717s. Now the Commission has not 
alleged that Panhandle or Hougoton 
has violated the statute. The most 
it says is that the Commission might, 
on investigation, find that what had 
been done was in violation of the law. 
So the first part of the language quot- 
ed is not applicable to give it a stand- 
ing to ask for court help at this point, 

The appellant’s argument points fur- 
ther to the Commission’s order of 
November 10th in which it directed 
the company to show cause why the 
transfer of leases should not be set 
aside and directed maintenance of the 
status quo pending determination. 
This is an order no doubt. But if 
it is not a valid order because beyond 
Commission jurisdiction, the Commis- 
sion cannot have court help to enforce 
it. We have endeavored to set out 
above why we think an order inter- 
fering with the transfer of these leases 
would go beyond Commission author- 
ity. 

[5] Argument for some of the in- 
terveners tells the court that the Pan- 
handle-Hugoton transaction is a thing 
done and there is nothing a court can 
do to stop it. This argument makes 
We do not think 
that the shareholders of Panhandle 
have fully completed rights to their 
stock dividends of Hugoton until they 
get the certificates. Those certificates 
are now in the hands of the custodian 
and are held there by the action of this 
court. If we were convinced that the 
Commission had the proper grounds 
for asking for relief, we think an in- 
junction would accomplish everything 
necessary to prevent consummation of 
the transaction. It is not because we 
think the equitable powers of the dis- 
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trict court are insufficient, but because 
we do not think the facts call for their 
exercise, that we are approving that 
court’s refusal of relief in this case. 

The judgment of the district court 
will be affirmed. Because of the na- 
ture of the situation, however, we shall 
continue the stay order for ten days 


from the date of the entry of our judg- 
ment. That will give the plaintiff op- 
portunity to seek certiorari if it is 
so advised. Unless we do take this 
action it is quite obvious that since 
our stay order disappears when the 
judgment is entered the case will be- 
come moot. 
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Public Utilities Commission 


Portland Water District 


F.C. 1277 
September 21, 1948 


I NVESTIGATION of rates proposed by water district to be applied 
to one of its divisions; proposed rates disallowed. 


Apportionment, § 41 — Water district — System-wide responsibility. 

1. Costs attributable to mains formerly used to serve several divisions of 
a water district, but after being superseded by more adequate mains used 
only to serve one division, for which they are oversize, should be borne by 
the district as a whole and not by that one division, p. 137. 

Valuation, § 85 — Rate base determination — Necessity of deducting depreciation. 
2. Depreciation should be deducted in determining the rate base of a water 
district’s plant for rate-making purposes, p. 138. 

Valuation, § 250 — Rate base determination — Customer contributions. 

3. Customer contributions should be deducted in determining the rate base 
of a water district’s plant for rate-making purposes, p. 138. 

Valuation, § 249 — Rate base determination — Government grants. 

4. Government grants should not be deducted in determining the rate base 
of a water district’s plant for rate-making purposes, since they are in a dif- 
ferent category from customer contributions, p. 138. 


Apportionment, § 41 — Water district — Separate divisions. 


5. Ratepayers in one division of a water district should pay their share of 
the district’s interest and sinking-fund charges even though the water dis- 
trict has separate rate schedules for each division, p. 140. 
¥ 
APPEARANCES: David E. Moulton, trict; Francis W. Sullivan, Portland, 
Portland, for Portland Water Dis- for town of Gorham. 
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By the Commission: Portland 
Water District is a public utility or- 
ganized pursuant to the provisions of 
Chap 433, Private and Special Laws 
of 1907. This act was accepted by the 
inhabitants of Portland and South 
Portland. By legislative authority it 
serves various towns in Cumberland 
county and operates some sixteen di- 
visions, such as Portland, Deering, 
South Portland, Westbrook, Cape 
Elizabeth, Falmouth, Cumberland, 
Scarboro, Gorham town, Gorham vil- 
lage, North Windham, and some of 
the islands about Portland and Prout’s 
Neck and Higgins Beach. Separate 
rate schedules are filed for each of the 
operating divisions. 

The district has an investment of 
more than twelve million dollars, and 
takes in operating revenues of about 
three quarters of a million dollars an- 
nually. It renders a high quality of 
service, supplies an above average 
quality of water, taken from Sebago 
lake, and is the largest water utility 
in the state, having 39,461 customers 
as of December 31, 1947, with 465.79 
miles of distribution mains. 

On January 1, 1948, the district 
filed new rate schedules to apply to all 
services supplied in the town of Gor- 
ham, these rates to become effective 
April 1, 1948. 

Previous to this filing there had 
been separate rates for a division 
known as Gorham Town and other 
rates for a second division known as 
Gorham Village. This filing was to 
cancel the Gorham Village sheets and 
make one rate applicable to both Gor- 
ham Town and Gorham Village. 

By order of the Commission, these 
rates were suspended for the three 
months statutory period and suspend- 
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ed again for a second three months, 
Rev Stats 1944, Chap 40, § 34. 

On August 11, 1948, hearing was 
ordered to be held at the office of the 
Commission, on August 18, 1948, and 
notice given the parties. Notice was 
proved to have been given as ordered 
and appearances noted as above. 

Portland Water District introduced 
testimony to show that the revenue in 
1947 from the two Gorham divisions 
was $15,429.18, while the expense of 
operating the property (but including 
nothing for interest or sinking-fund 
requirements) and charges for depre- 
ciation and taxes were $18,218.44. A 
net loss of $2,789.26 was claimed. 

In computing what each division 
should pay, Portland Water District 
divides the property among the several 
divisions. First, it finds its investment 
in the division and this includes local 
distribution mains, services, meters, 
hydrants, pumping station (if any), 
pumping equipment, standpipe, land, 
and so forth. 

Next the district has transmission 
mains from Sebago lake and _ prop- 
erty used in connection therewith — 
pumping station, chlorinator house, 
reservoirs, land, and so forth used and 
useful for the various divisions but not 
a direct part of the local divisions. 

There are also general expenses of 
administration and operation not a di- 
rect charge to a local division but 
which expense should be shared by the 
locals. 

To ascertain how much the divi- 
sions should pay of this “outside ex- 
pense” the district predicated the 
charge on the basis of the amount of 
water used by the division, as com- 
pared to the total used by all the di- 
visions. This would at first blush 
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seem equitable and fair. But it should 
be noted the amount of water used by 
all the divisions is an estimate only. 
Of the 25,758 services, less than one- 
half or 12,953 are metered. Reser- 
voirs are kept overflowing to keep the 
water pure, ponds such as Deering 
Oaks are kept filled, and the waiter 
used is not metered. Some 75 public 
buildings are not metered. In prelim- 
inary conversations with the Commis- 
sion it was estimated by the district 
that the unmetered domestic takers 
would use 5,600 cubic feet to 6,500 
cubic feet per annum. There are some 
divisions such as Gorham Town, Gor- 
ham Village that are fully metered. 
The Commission pointed out in a pre- 
liminary conference that these metered 
customers used over 6,500 cubic feet 
per annum and it was well known that 
flat rate customers used more water 
than metered customers. The district 
then upped the flat rate customer to an 
estimated annual use of 10,000 cubic 
feet. 

The district estimated its unac- 
counted-for water lost in distribution 
mains (due to leaks) at 146,000 cubic 
feet per year based on a pitometer sur- 
vey made in 1927. It estimated its un- 
accounted water due to slipping me- 
ters at 2,445 cubic feet per year. This 
was computed following a study by 
Hazen fifteen or twenty years ago. It 
estimated its unaccounted water occa- 
sioned by fires and “blowing off’’ at 
one per cent of the metered and flat 
services, this based on an article by 
Howson in 1943, and a loss unac- 
counted for of 19,856,000 cubic feet 
per year brought about by leaking 
plumbing fixtures (this was predi- 
cated on the 1927 pitometer survey). 

It is thus to be noted that the for- 
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mula is charged with “estimates,” 
When the work was all done some 65 
per cent of the total water metered at 
Lake Sebago was accounted for. We 
call attention to these factors, as we 
do not care to bind ourselves to the 
formula as used but will use it in the 
determination of this particular case. 

The district using the aforesaid 
method computed Gorham’s (both 
town and village) share of the “‘out- 
side” or general expense at .95 per 
cent in 1946 and 1.03 per cent in 1947 
but offered no explanation for the dif- 
ference. No testimony was presented 
to indicate either the normality or ab- 
normality of the figures. In its com- 
putation the district used the 1947 fig- 
ure 1.03 per cent. 

The district’s testimony indicated 
that Gorham (both town and village) 
had an investment of $345,154.17. Its 
share of the “outside” investment 
$41,127.05. Again Gorham had a de- 
preciation reserve of $120,438.17, plus 
its share of “outside” depreciation of 
$6,453.80. Gorham’s contribution to 
plant was $14,483.48,—its share of 
“outside” contributions $3,376.13. 

[1] For years prior to the advent of 
Portland Water District certain ce- 
ment distribution mains had run from 
the source of supply through Gorham 
town and on to supply Portland. 
These mains were 20-inch, 24-inch, 
and 26-inch in size. In 1911 they fur- 
nished the water for 12,622 services 
outside Gorham. To keep the other 
divisions supplied by these cement 
mains the district installed various res- 
ervoirs and standpipes which could be 
filled through the cement mains. Dur- 
ing the years from 1907 on, the ade- 
quacy of the mains became progress- 
ively less as the district grew and by 
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1940 new mains 42- and 48-inch in 
size having been laid, the old cement 
mains were disconnected from the 
transmission system running into 
Portland and reliance placed on the 
new larger mains which more or less 
parallel the old cement mains and at no 
great distance therefrom, to supply wa- 
ter for the other divisions. 

In presenting its case the district 
took the position that these cement 
mains, no longer being used to supply 
the other divisions and being used 
only to supply Gorham should be 
charged to Gorham. Gorham is used 
to include both the town and village. 
The district speaks of Gorham as both 
and many of its exhibits use Gorham 
as including both town and village. 

In Exhibit 9, which shows the in- 
vestment in Gorham as of December 
31, 1946, $345,154.17, cement mains 
$169,455.57 comprises almost 50 per 
cent of the investment figure. 

The district frankly admits that the 
665 customers in Gorham do not need 
20-, 24- and 26-inch mains to supply 
them with water. It states than an 8- 
inch main would probably be adequate, 
but that a new 8-inch main laid to re- 
place the old cement mains would pos- 
sibly cost more than the $169,455 at 
the present time. 

It is true that for the present Gor- 
ham only is using these large cement 
mains but for many, many years they 
were used by the entire district. The 
district saw fit to discontinue the ce- 
ment mains from general use. But it 
is not fair and equitable to pass them 
off in toto to Gorham to support and 
maintain. Gorham should continue to 
pay its proportionate cost for the use 
of the cement mains, the district as a 
whole should contribute their share as 


in the past. Gorham had no need of 
the new 42- and 48-inch mains but the 
Portland Water District is asking ip 
its exhibit that Gorham pay its pro. 
portionate part of the depreciation and 
operation and maintenance of these 
supply mains which cost over $2,000- 
000. Gorham is the victim of some 
rather arbitrary bookkeeping. Gor. 
ham after having for all these many 
years been charged only its propor. 
tional part of this investment, we find 
no valid reason to change it from a 
part to the whole. To do so is unfair 
and unjust. Let the divisions who no 
longer are using the cement mains re- 
tire the property so far as they are 
concerned, if they so desire, but we 
cannot agree to dumping the whole 
thing on Gorham. 

If we put these mains in the general 
property account where they rested for 
years and years, we must reduce the 
Gorham investment by $169,455.57. 
That makes the Gorham investment 
$175,698.60. 

Gorham’s share of the “outside” in- 
vestment is given as $41,127.05 (fig- 
ured at 1.03 per cent) of the “outside” 
investment. When the “outside” in- 
vestment is increased by $169,455.57, 
Gorham’s share thereof is increased by 
$1,745.39. Gorham’s investment be- 
comes $218,571.04. This is undepre- 
ciated and includes contributions. 

[2-4] Following the computation 
as shown by the district’s Exhibit 7, 
from the cost of the plant $218,571.04, 
there should be deducted depreciation 
(depreciation reserve already paid by 
consumers) and contributions to plant 
made by them. The depreciation re- 
serve (Gorham, 1947) was $126,892.- 
27. 

The depreciation charged in Gor- 
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ham in 1947 was $6,356.56 on $338,- 
115.41 or at the rate of .019 per cent. 
The exact rate on the cement mains 
was .02 per cent. When the cement 
mains are transferred to the outside 
or general property the item should, 
of course, carry along with it the 
depreciation reserve corresponding to 
It. : 

As near as we can compute the fig- 
ure it is $59,014.70. This transferred 
to the general depreciation leaves the 
depreciation reserve in Gorham as 
$61,423.47. 

Again referring to Exhibit 7, we 
note that contributions to Gorham 
plant amount to $16,605.69. Of this 
$13,229.56 was made by customers 
and $3,376.13 was received by grant 
of U. S. Government. 


We believe that customers contribu- 
tions should be deducted as was done 
by the district in Exhibit 7. Detroit 
Edison Co. v. Commissioner of Inter- 
nal Revenue (1943) 319 US 98, 87 L 
ed 1286, 48 PUR NS 146, 63 S Ct 
902; Re Rochester Gas & E. Corp. 
(NY 1940) 33 PURNS 393, 466; 
Re Otter Tail Power Co. (ND 1940) 
33 PUR NS 301, 309. 


We are of opinion that government 
grants are in a different category and 
should not be deducted. Briggs v. 
Peaks Island Corp. (Me) PUR1917E 
750, 757. 

Therefore the total cost (net) of the 
Gorham plant is $136,856.36 and not 
$242,783.26 as computed by the dis- 
trict. The difference being in the 
treatment of the cement mains, depre- 
ciation, and contributions. 

In Exhibit 7, the district lists the 
annual expenses (excluding interest) 
as follows : 
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Pumping 

Other Operation and Maintenance . 
Depreciation 

Cost of Water 


Part of Taxes Charged to South 
dha: 


275.64 
$18,218.44 


Gorham “assesses” a tax of $2,150 
against Portland Water District. The 
district’s charter reads, § 13, Chap 
433 PL 1907: “All valid contracts 
now existing between said water com- 
panies, or either of them, and any per- 
son, corporation, or municipal corpo- 
ration for supplying water within the 
cities of Portland, South Portland, 
and Westbrook and the towns of Stan- 
dish, Gorham, Windham, Falmouth, 
Cumberland, and Cape Elizabeth shall 
be assumed and carried out by said 
Portland Water District. The prop- 
erty of the Portland Water Company 
within the town of Gorham may, after 
its acquisition by said district, be 
taxed such amount as shall not exceed 
the tax assessed thereon for the mu- 
nicipal year nineteen hundred and 
six.” 

A contract was entered into April 2, 
1903, between the inhabitants of Gor- 
ham and Portland Water Co., pred- 
ecessor of the district, calling for pay- 
ment of $2,150 “‘a tax.” 

There was controversy as to 
whether this was a tax. No legal as- 
sessment apparently was made. The 
bill to the Portland Water District 
was a regular tax bill. There has been 
some recent litigation with regard to 
it. The district has not paid for 1947 
or 1948. It includes it as an expense 
in the present rate case so we assume 
in good faith the district intends to 
pay. 
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Whether it is legal or not, we were 
not asked to decide — nor was testi- 
mony introduced to enable us to ren- 
der a decision. No facts necessary to 
a decision are before us. The testi- 
mony in the case shows this tax was, 
like the cement mains, always consid- 
ered a part of the general expense of 
the district. The tax was never, until 
recently, charged against the Gorham 
division—either town or village. It 
was carried the same as the taxes as- 
sessed against the district in Standish. 
When the district decided to put the 
cement mains into the Gorham invest- 
ment, they naturally let the taxes fol- 
low the property and the district 
charged the $2,150 against Gorham, 
with the exception of $275.64 which 
was charged to the South Windham 
division on an “equitable” basis. 

As we view the case, Gorham 


should pay its proportion of the taxes, 


$19.31. Pumping expense $2,190.62 
and other operation and maintenance 
charges of $5,732.71 were not ques- 
tioned. ‘he depreciation item becomes 
a different figure with the transfer of 
the cement mains to the “outside.” 

These are being depreciated at the 
rate of 2 per cent per annum. On the 
1947 figure 2 per cent would be $3,- 
389.11. Gorham’s part of this would 
be $34.91. Therefore we deducted 
from the depreciation in Exhibit 7, 
$6,356.56, the sum of $3,389.11 and 
adding $34.91 we would obtain the 
proper figure for annual depreciation 
in Exhibit 7 or $3,002.35. Add the 
foregoing and cost of water $2,064.19 
and we find the expenses (excluding 
interest) for 1947 are $13,009.25 and 
not $18,218.44. 

The Portland Water District has in 
its charter the provision that: 
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“Section 15. All individuals, firms, 
and corporations, whether private, 
public, or municipal, shall pay to the 
treasurer of said district the rates es- 
tablished by said board of trustees for 
the water used by them, and said rates 
shall be uniform within the territory 
supplied by the district. Said rates 
shall be so established as to provide 
revenue for the following purposes: 

“TI. To pay the current expenses for 
operating and maintaining the water 
system. 

“II. To provide for the payment of 
the interest on the indebtedness cre- 
ated or assumed by the district. 

“III. To provide each year a sum 
equal to not less than one nor more 
than 5 per cent of the entire indebted- 
ness created or assumed by the dis- 
trict, which sum shall be turned into 
a sinking fund and there kept to pro- 
vide for the extinguishment of such 
indebtedness. The money set aside 
for the sinking fund shall be devoted 
to the retirement of the obligations of 
the district or invested in such securi- 
ties as savings banks are allowed to 
hold. 

“TV. If any surplus remains at the 
end of the year, it may be divided be- 
tween the municipalities accepting this 
act and so composing the district in 
the same proportions as each con- 
tributed to the gross earnings of the 
district’s water system and, in order 
that these proportions may be readily 
determined, all moneys received for 
water in each of said municipalities 
shall be entered in separate accounts 
so that the total amount thereof can 
be easily ascertained.” 

[5] We have computed annual op- 
erating, depreciation, and tax ex- 
pense on the 1947 basis. This is the 
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procedure followed by the district in 
presenting its case. The charter pro- 
vides the district must have rates to 
pay interest and at least 1 per cent 
on its bonds into a sinking fund to re- 
tire those bonds. The district has al- 
ways paid the one per cent and when 
particularly prosperous as during 
World War II put in more than one 
per cent. 

It is our opinion that the ratepayers 
in Gorham should pay their part of 
this interest and sinking-fund charge. 
We believe such to be the intent of the 
Portland Water District charter. 

Chapter 177, Private and Special 
Laws of 1917, § 4, reads: 

“Said district shall continue to sup- 
ply water under the provisions of said 
chapter four hundred and thirty-three 
as heretofore, and the rates for water 
so supplied shall be uniform within 
the territory supplied by the district 
wherever the installation and mainte- 
nance of mains and the cost of service 
is substantially uniform, but nothing 
in said chapter four hundred and 
thirty-three or in this act shall pre- 
clude said district, with the approval 
of the Public Utilities Commission, 
from establishing higher rates than the 
regular rates in sections where, for 
any reason, the cost of construction 
and maintenance or the cost of service 
exceeds the average, but such higher 
rates shall be uniform throughout the 
section where they apply.” 

If all the ratepayers share propor- 
tionately in meeting their respective 
parts of the expenses of the district, 
such expense includes operation and 
maintenance and also interest on the 
bonded debt and sinking-fund require- 
ments ; if each customer pay his share, 
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then equity is done and the charter 
provisions made effective. 

Portland Water District has out- 
standing (Dec. 31, 1947) $7,114,000 
principal amount permanent bonds 
and $1,925,000 principal amount of 
refunding bonds, this latter bond will 
take the place of a part of the $7,114,- 
000 bonds at their maturity. 

The amount of permanent bonds 
really outstanding would be the $7,- 
114,000 minus $1,597,527.20. Ordi- 
narily the accumulated sinking fund 
would be used to pay off the bonds 
falling due; $1,200,000 permanent 
bonds fall due December 1, 1948. 
Same are, however, refunded $600,- 
000 October 1, 1968, and $600,000 
October 1, 1969. The district by de- 
laying the paying out of moneys in 
the sinking fund should not increase 
the financial burden on the ratepayers. 
Equitably there was outstanding De- 
cember 31, 1947, $5,516,500 bonds. 

The total sinking fund (Dec. 31, 
1947) amounts to $3,522,527.20. 
This includes $1,925,000 of United 
States bonds, to be used to retire a 
like amount of district bonds. The 
balance of $1,597,527.20 is represent- 
ed by United States bonds and cash 
which has been accumulated in accord- 
ance with the charter provisions, plus 
interest. 

As Mr. Fuller, engineer of the dis- 
trict testified, the district planned to 
set aside in the sinking fund one per 
cent of the outstanding bonds. If the 
year proved prosperous more might 
be turned into the reserve but one 
per cent was what the district figured 
on. 

By December, 1948, the $1,200,000 
permanent bonds will be replaced by 
the two issues just referred to but 
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$18,000 annual interest on the $1,- 
200,000 will cease. 

The annual interest charge will be 
approximately $158,000. The an- 
nual sinking-fund requirement at one 
per cent is $55,165. Gorham’s share 
of these items is approximately $2,- 
200. There are two items — one, 
Amortization of Debt Discount $2,- 
608.59, the second a credit item $1,- 
110.99, Amortization of Premium on 
Debt, a balance of $1,497.60. Gor- 
ham’s share would be $15.43. 

If Gorham pays its share of the in- 
terest and sinking-fund requirements, 
it would amount to $2,225 and Gor- 
ham would be doing for the district its 
proportional part the same as the oth- 
er divisions. 

Gorham should therefore pay, in 


sharing its part based on the 1947 fig. 
ure, $13,009.25 plus $2,225 or $15. 
250. Gorham is now paying or paid 
in 1947, $15,429.18. The Portland 
Water District asked for rates to pro- 
duce $24,457.08. 

It is our opinion that there will be 
some increase in revenues in Gorham 
in 1948. There was no definite 
thought put forward as to what in. 
crease in expenses might be looked 
for. Any change, so far as we can 
ascertain, would not substantially al- 
ter the foregoing figure. 

It is, therefore, ordered, adjudged, 
and decreed that the proposed rates 
filed by Portland Water District ap- 
plicable to Gorham (both town and 
village) are hereby disallowed. 


Consts 
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Capital Transit Company 


Returs 


Charles B. Bosley et al. 


Appec 


No. 67 
— Md —, 62 A2d 267 
November 11, 1948 


PPEAL from order dismissing bill to set aside order of Com- 
A mission fixing rates for transportation of school children; 
reversed and remanded. For Commission decision, see (1948) 

74 PUR NS 319. 


Rates, § 507 — Bus and electric railway lines — Reduced fares to school children. 
1. An order requiring a company operating passenger bus and electric rail- 
way lines to establish 3-cent ticket fares for school children and not to charge 
increased fares found reasonable and authorized by the Commission until 
such reduced fares are put into effect is arbitrary and unlawful when no 
provision is made for fare increases to offset additional losses to be in- 
curred by the decrease in fares for school children, p. 147. 
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Rates, § 120 — Authorization of increase — Conditions. 
2. A company cannot be coerced to make an unreasonable decrease in cer- 
tain fares by unlawful denial of necessary fare increases, p. 147. 

Rates, § 144 — Classification — Differences in cost of service. 
3. Both the common law and statutes permit, but ordinarily do not require, 
classification of rates with regard to differences in cost of service and other 
considerations, p. 148. 


Return, § 50 — Confiscation — Classes of traffic. 
4. The state may not select a class of traffic and compel a carrier to trans- 
port it at less than cost or for a merely nominal compensation, p. 148. 

Rates, § 507 — Bus and electric railway transportation — School children. 
5. It is not per se unreasonable for a passenger bus and electric railway 
company to charge either the same or different fares for school children as 
for adults, p. 148. 

Return, § 60 — Confiscation — Question of “moribund” business. 
6. The fact that a transportation company had not proposed rates sufficient 
to yield any return on the value of its property did not prove that its busi- 
ness was “moribund,” its property worthless except as scrap, and that it 
had no right to protection against additional forced losses through compul- 
sory fare reduction, p. 149. 

Constitutional law, § 11 — Exercise of police power — Confiscation. 
7. The police power is, at most, the power of government, and although ex- 
ercise of this power sometimes causes uncompensated expense, the state 
itself cannot under the guise of the police power take private property for 
public use without compensation, p. 149. 

Rates, § 14 — Powers of state — Fares of school children. 
8. The power of the state to provide and pay for transportation for school 
children cannot be exercised by compelling, without paying for, transporta- 
tion by a passenger bus and electric railway company, p. 149. 

Return, § 58 — Confiscation — Delay of rate relief. 
9. Relief against additional loss from inadequate rates cannot be delayed 
to ascertain more nearly the amount of the additional loss, p. 149. 

Appeal and review, § 78 — Transcript of proceedings — Bill to set aside Commis- 

sion order. 

10. A transcript of proceedings before the Commission in a rate case, in- 
cluding evidence, filed with or after a bill to set aside a rate order of the 
Commission, although not mentioned in the bill, was regarded by the appel- 
late court in considering the sufficiency or effect of the evidence to sustain 
or set aside Commission orders, p. 149. 


* 
Before Marbury, CJ., and Dela- Baltimore, and F. G. Awalt, Daryal 


plaine, Collins, Henderson, and Mark- A. Myse, and Hewes & Awalt, all of 

dll, JJ. Washington, D. C., on the brief), 

for appellant; S. Ralph Warnken, of 

APPEARANCES: Clarence W. Miles, Baltimore and Philip H. Dorsey, Jr. 

of Baltimore (Harrison L. Winter and People’s Counsel of Leonardtown, for 
Miles, Walsh, O’Brien & Morris, all of appellees. 
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MARKELL, J.: This is an appeal 
from an order dismissing, on demur- 
rer, a bill to set aside an order of the 
Public Service Commission fixing 
fares to be charged by plaintiff for 
school children in Prince George’s or 
Montgomery county. 

Plaintiff, a District of Columbia 
corporation, operates a public passen- 
ger transportation system in Wash- 
ington, with some 19 bus lines and 
three electric railway lines extending 
into Prince George’s or Montgomery 
county over some 33 routes there. 
Plaintiff filed with the Commission a 
schedule of new fares and fare zones on 
many of its Maryland lines. There- 


upon the Commission instituted an in- 
vestigation of plaintiff's “rates and 
fares covering intrastate passenger 
transportation service in Maryland” 
and, pending hearing and decision, 
suspended operation of the new fares 


until April 8, 1948, and later until 
May 8, 1948. Article 23, § 371. 
After extended hearings the Commis- 
sion on April 22, 1948, 74 PUR NS 
319, filed a full opinion and on April 
22d and 29th entered the orders now 
under review. 

Plaintiff in 1934 succeeded to the 
operation of a public passenger trans- 
portation system that had been start- 
ed many years before as separate 
units, later brought into one system. 
The system has been expanded and en- 
larged from time to time as communi- 
ties have grown and new develop- 
ments have sprung up. In recent years, 
the expansion has been largely by 
motor bus, with little, if any, extension 
of rail lines, the tendency recently be- 
ing to substitute bus lines for rail lines. 
Expansion of the system and exten- 
sion of its lines to keep pace with the 
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rapid development of the Maryland 
suburban sections resulted in lack of 
uniformity of fares in the various 
areas. Plaintiff’s fare zones ranged 
from less than a mile to 4 miles, its 
cash fares from 5 cents to 10 cents per 
zone, and on some of its lines it had a 
wide variety of ticket and weekly pass 
fares not uniform in application or 
amount. 

Plaintiff’s new fares and zones were 
designed (1) to eliminate the ticket 
and pass fares and establish a uniform 
cash fare of 5 cents per zone, covering 
all Maryland operations, with zones 
approximating a mile and a half in 
length and (2) thereby to increase its 
revenues so as to reduce its annual 
losses in Maryland to about $178,000 
a year if there is no loss in passengers. 
At the hearing plaintiff’s evidence | 
showed a net loss, for the year ended 
September 30, 1947, of $117,963 from 
Maryland rail operations, $470,191 
from bus operations, a total of $588,- 
154 from all Maryland operations. 
To stop these losses, by bringing up 
the revenues at least to equal expenses, 
the Commission says, “the only logical 
way to obtain the additional revenue 
would be to increase fares.” The Com- 
mission also says: ‘The revenue fig- 
ures used by the company were not 
seriously questioned. The 
method used by the company in allocat- 
ing expenses was the subject 
of some controversy, but the record 
does not show that some other method 
would be preferable from the stand- 
point of the users of the service. . . . 
In view of the very large deficit now 
being experienced in the Maryland 
operation, it is clear to the Commission 
that by no possible means of allocation 
of the expenses would it be possible 
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to change the result to such an extent 
that the deficit would be eliminated. 
Even if we assume that, by the use of 
other methods in apportioning costs, it 
might be possible to show a smaller an- 
nual loss for the Maryland lines, by no 
conceivable means would it be possible 
wholly to eliminate the loss, let alone 
provide a profit sufficient to yield a 
reasonable return upon the value of 
company’s property used in rendering 
service in Maryland. The Commis- 
sion, therefore, is convinced that it is 
only proper that the company should 
be permitted to revise its fares and fare 
zones in an effort to recover some of 
its loss.” (74 PUR NS at pp. 326, 
327). 

The new fares were estimated to re- 
sult in an annual increase in revenues 
of over $400,000 annually, assuming 
a 100 per cent realization of the effect 
of the new fares. The Commission 
believes that an estimate of 100 per 
cent realization is “overoptimistic,” 
but “does not believe that a fare change 
of the size involved here would serious- 
ly affect riding habits.” 

When plaintiff filed its schedule of 
new fares and zones, it also applied to 
the Commission for authority to aban- 
don its Beltsville car line, to stop an 
annual loss of about $50,000 under 
existing fares or about $33,000 under 
the new fares. On April 22, 1948, 
the date of the opinion and order in 
the instant case, supra, the Commis- 
sion dismissed the Beltsville applica- 
tion. The Beltsville order is not now 
before us for review. In the instant 
case, the Commission says: “It be- 
comes apparent from the showing that 
has been made on this record that 
there would be no point in determin- 
ing at this time the value of the com- 
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pany’s property used and useful in ren- 
dering service in Maryland or of 
determining what amount of reve- 
nue is necessary in order to insure 
for the company a reasonable rate of 
return. The revenues are deficient by 
such an amount as to make the ques- 
tions of fair value and rate of return, 
for the purpose of this proceeding, of 
no more than academic interest. The 
Commission, therefore, will not under- 
take to determine property values or 
rate of return. Earlier in this opinion 
reference was made to an application 
filed by the company for authority to 
abandon its Route 84 car line operat- 
ing between Beltsville and Branch- 
ville. The company alleges that this 
operation is conducted at a loss, but 
even with the saving which it estimates 
could be effected by abandoning the 
line it does not appear that revenues 
would be sufficient to provide any re- 
turn to the company.” (74 PUR NS 
at p. 327.) The Commission “takes 
note” of “an ominous warning” in a 
statement by plaintiff, that the new 
fares proposed will provide a sound 
basis for experience upon which it can 
base additional Maryland fare changes 
to provide a reasonable return upon 
the value of its property, and hopes 
“that it will not become necessary to 
seek further rate increases.” 

By the Commission’s order of April 
22, 1948, supra, plaintiff was permit- 
ted to make its schedule of new fares 
and zones effective, “provided that 
[it] shall, at the same time, establish 
and make effective a schedule” for 
the sale of five tokens or tickets for 
15 cents, “for use by school children, 
including those attending high 
schools,” each good for one ride in a 
Maryland zone. Plaintiff having de- 
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clined to accept this order, the Com- 
mission on April 29, 1948, by an or- 
der reciting that plaintiff “now 
provides for the sale of tickets for 
the use of school children on certain 
of its lines” in Maryland “at less than 
the maximum adult fare,” and that for 
plaintiff to charge “the same fare for 
school children as it charges for adults 
will result in unjust and unreason- 
able fares for school children” and 
that a 3-cent ticket fare for school 
children will be “just and reasonable,” 
ordered that plaintiff establish a sched- 
ule for 3-cent ticket fares for school 
children and that until it shall do so 
it shall charge its existing fares, “it 
being the opinion and finding of the 
Commission that such rates and fares 
constitute just and reasonable charges” 
until such time as the 3-cent fares for 
schoolchildren shall be established. 


Besides direct quotations, the state- 


ments of fact we have made are made 


in the Commission’s opinion. The 
Commission also says: “A matter 
that was the subject of considerable 
discussion at the hearing was the pos- 
sibility of including in the schedules of 
the company a provision which would 
make available a reduced fare for 
school children. The ticket fares now 
in use are available and apparently 
are used by school children to a great 
extent. The exact extent of their use 
is not available and there is nothing 
in the record to indicate how many 
school children regularly ride on the 
company’s vehicles. It is the general 
conclusion, however, that it is likely 
that a great many of the children use 
the ticket fare which equates to 4.2 
cents per zone and on that basis under 
the revised fares, the cost of their 
transportation would increase from 
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4.2 cents to 5 cents per zone. 5 
It was testified at the hearing that 
while no actual data are available to 
support the conclusion, it is the opin. 
ion of the company’s representatives 
that most school children ride no far- 
ther than the limit of the zone in which 
they board the vehicle.” (74 PUR 
NS at pp. 327, 328.) The Commission 
further says [at p. 328]: “On the 
showing that has been made as to the 
company’s earnings and expenses it is 
perhaps difficult to justify a require. 
ment that the company provide a fare 
differential in favor of school children 
and the point was made by a company 
witness that it costs just as much to 
provide service for a child attending 
school as it costs for an adult person 
traveling to and from his place of 
employment.” The Commission then 
attempts to justify a 3-cent fare 
by “a common practice among car- 
riers” to provide fares for school chil- 
dren ‘“‘somewhat less than [fares] for 
persons who are employed,” and by 
the fact that education is desirable and 
“to a certain point” mandatory and the 
transportation costs “can and frequent- 
ly do become burdensome” upon par- 
ents. Of plaintiff's 33 Maryland 
routes, the “ticket fare” of 4.2 cents for 
school children is applicable to only 
3 routes (including the Beltsville 
route and another of its 3-car lines), 
all in Prince George’s county. By a 
joint resolution of Congress of 1933, 
in effect a term of plaintiff’s charter 
(Interstate Consolidated Street R. 
Co. v. Massachusetts [1907] 207 US 
79, 52 Led 111, 28 S Ct 26, 12 Ann 
Cas 555; Miller v. Capital Transit 
Co. [1942] 43 PUR NS 152), a 3- 
cent fare for school children is in effect 
in the District of Columbia. At the 
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hearing, resolutions of civic associa- 
tions and letters showed a desire for 
special rates for school children in 
Montgomery county. A Montgomery 
county official, who represented the 
county, testified that he felt “a straight 
5-cent fare for school children irrespec- 
tive of distance would be a good 
thing.” The 5-cent fare he “just 
pulled out of the hat.” By the new 
schedule the total number of zones in 
plaintiff's 33 routes is increased from 
59 to 68. A witness for plaintiff tes- 
tified that, in his judgment, the in- 
crease which would come from the 
fares paid by school children under the 
proposed new schedule would be “a 
very, very small portion” of the in- 
crease from fares from adults, because 
most of the children would limit their 
riding within one zone, many who al- 
ready paid 5 cents continue to pay 
5 cents, others would have their 
fares increased only from 4.2 to 5 
cents but the number of people who 
use that 44-ticket (4.2 cent) book is 
very small, and the new 5-cent fare 
would actually result in a reduction 
of fares to some school children, and 
that the school children ride in the 
morning peak, a more expensive serv- 
ice than off-peak service. 

[1, 2] We think it is impossible to 
justify the 3-cent fare for school chil- 
dren and that the Commission’s order 
is arbitrary, unsupported by substan- 
tial evidence and unlawful. The Com- 
mission’s opinion demonstrates that 
the existing fares are unreasonable 
and the new fares are not more than 
reasonable. Yet its order purports to 
find that existing fares are reasonable 
until fares for school children are de- 
creased and plaintiff’s losses thus in- 
creased. Plaintiff cannot be coerced 
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to make an unreasonable decrease in 
fares by unlawful denial of necessary 
fare increases. The Commission does 
not purpose or invite any further in- 
crease in other fares to offset the addi- 
tional losses to be incurred by the 
decrease in fares for school children 
or the annual loss of $178,000 expect- 
ed under the new fares. On the con- 
trary it expresses the hope “that it 
will not be necessary to seek further 
rate increases.” 

In 1910 the Public Service Commis- 
sion Law provided that the Commis- 
sion, when it finds fares to be unrea- 
sonable or otherwise unlawful, “shall 
determine the just and reasonable 
; fares to be thereafter 
observed and in force as the maximum 
to be charged.” Code of 1939, Art 
23, § 381. An act of 1912 provides 
that the Commission, when it finds 


that the issuance of “mileage, excur- 
sion, school commutation or com- 
mutation passenger tickets, or joint 
interchangeable mileage tickets would 


be a desirable, advantageous and 
reasonable thing for the people con- 
cerned to demand,” shall order the 
carrier ‘‘to establish such rates and is- 
sue such tickets as the Com- 
mission may deem reasonable and 
proper.” Article 23, § 383. An act 
of 1927 provides that the power of the 
Commission under § 381 to determine 
just and reasonable maximum rates 
“shall include the power to determine 
the just and reasonable rates 

to be thereafter observed and in force 
as the minimum or maximum and 
minimum to be so charged.” Article 
23, § 382. The power to fix minimum 
rates apparently relates to prevention 
of unjust discrimination or destruc- 
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tive competition and has no bearing 
on the instant case. 

Before Commission regulation of 
rates many railroads established re- 
duced mileage, commutation or other 
wholesale rates, for the purpose of in- 
creasing their business and earnings. 
Such wholesale rates usually reflected 
real or supposed lower cost of whole- 
sale business. Sometimes they may 
also have reflected what the traffic 
would—or would not—bear. A rea- 
son for, or result of, establishment of 
wholesale rates is a redistribution of 
charges among different classes of cus- 
tomers. Some such rates, e.g., mile- 
age rates, evidently did not reflect, or 
ceased to reflect, lower cost of service 
and have practically disappeared, not- 
withstanding legislation such as the 
act of 1912. 

[3-5] In Lake Shore & Michigan 
S. R. Co. v. Smith (1899) 173 US 
684, 43 L ed 858, 19 S Ct 565, it was 
held that a state, having exercised its 
power to fix maximum rates, could 
not compel sale of mileage tickets at 
lower rates. In Pennsylvania R. Co. 
v. Public Service Commission, 126 
Md 59, PURI915D 398, 94 Atl 
330, Ann Cas 1917B 1144 (affirmed, 
Pennsylvania R. Co. v. Towers 
[1917] 245 US 6, 62 L ed 117, 38 
S Ct 2, LRA1918C 475), the only 
previous decision of this court which 
involved the power to regulate com- 
mutation rates, the court mentioned, 
but did not pass upon the validity or 
construction of, the act of 1912. The 
court said: “The question is not now 
presented whether it is within the 
power of the Public Service Commis- 
sion to require the establishment of a 
schedule of commutation rates by a 
railway company in a case where no 
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such rates had theretofore existed, 
Upon that no opinion is now ex. 
pressed. What the court is now called 
to pass upon is the reasonableness of 
commutation rates, where such a 
system of rates had long been in opera- 
tion by the action of the company, and 
where a modification of those rates 
was proposed by the railway company 
and by it submitted to the Commission, 
Whether commutation rates shall be 
established at all is a question of policy 
upon the part of the company, but if 
such a policy is adopted there will still 
remain the reasonableness of the man- 
ner in which that policy is carried out.” 
126 Md at p. 63, PUR1I915D at pp. 
400, 401, 94 Atl at p. 332. The Com- 
mission approved increases, smaller in 
amount than those proposed by the 
railroad, in commutation rates ; its ac- 
tion was sustained on the facts. Both 
the common law and statutes permit, 


but ordinarily do not require, classifi- 
cation of rates with regard to differ- 
ences in cost of service and other 


considerations. The state has a broad 
field for the exercise of its discretion 
in prescribing reasonable rates; it is 
not necessary that there should be uni- 
form rates or the same percentage of 
profit on every sort of business ; there 
is abundant room for reasonable clas- 
sification and the adaptation of rates 
to various groups of service. But the 
state may not select a class of traffic 
and compel the carrier to transport it 
at less than cost, or for a merely 
nominal compensation. Lewis v. Cum- 
berland (1947) — Md —, 70 PUR 
NS 365, 54 A2d 319, 324; Penn- 
sylvania R. Co. v. Public Service Com- 
mission, supra. It is not per se un- 
reasonable to charge either the same 
or different fares for school children 
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4s for adults. On twenty-eight of 
plaintiff's thirty-three routes the same 
fares have been charged for both. As 
has already been said, the order now 
under review not merely requires serv- 
ice at less than cost but imposes a loss 
in addition to loss to be sustained un- 
der plaintiff's new increased rates. 


[6] From the fact that plaintiff has 
not yet proposed rates sufficient to 
yield any return on the value of its 
property, it seems to be argued that 
its business is “moribund,” its proper- 
ty worthless except as scrap, and it 
has no right to protection against addi- 
tional forced losses. There is no evi- 
dence that the business is moribund, 
and if it were the busses and other 
property (except tracks and the like) 
would not be scrap. Plaintiff apparent- 
ly regards its Beltsville car line as 
“moribund,” but the Commission has 


refused to permit abandonment of 


service. Without loss of value plain- 
tiff’s busses could be moved wherever 
busses are needed. 

It is also argued, and seems to be 
held by the lower court, that the Com- 
mission’s order is within the “police 
power” and the loss is a question of 
degree and cannot be predicted with 
certainty without a trial period. It is 
argued that the fare reduction is ap- 
plicable to only 113,408 children in a 
year and the loss of $2,268 is within 
the doctrine de minimis. Doubtless 
the doctrine de minimis is applicable 
in rate cases as in other cases. 
Whether the doctrine would be ap- 
plicable to an annual loss of $2,268, in 
addition to $178,000, we need not de- 
cide. The 113,408 children represent 
only three of plaintiff’s thirty-three 
routes ; obviously school children must 
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have constituted much more than one 
per cent of plaintiff's 11,000,000 
Maryland passengers. 

[7, 8] The “police power,” at most, 
is the power of government. Exer- 
cise of this power sometimes causes 
uncompensated expense. But the state 
itself cannot under the guise of the 
police power take private property for 
public use without compensation. Its 
power to provide, and pay for, trans- 
portation for school children (Board 
of Education v. Wheat [1938] 174 
Md 314, 199 Atl 628) cannot be ex- 
ercised by compelling, without paying 
for, transportation by plaintiff. 

[9] When it is doubtful whether a 
proposed increase or decrease in fares 
will yield a fair return, a trial period 
may be necessary. Pennsylvania R. 
Co. v. Public Service Commission, 
supra, 126 Md at pp. 79-81, PUR 
1915D at p. 416. In the instant case 
no trial period is justified. The Com- 
mission does not believe that the pro- 
posed fare increase “would seriously 
affect riding habits.” There is noth- 
ing to warrant a different belief as to 
the Commission’s fare decrease. As- 
suming, however, that any fare in- 
crease will decrease the number of pas- 
sengers, and vice versa, a 20 per cent 
fare decrease might decrease gross and 
net revenue by Jess than 20 per cent 
but could not increase revenue. Relief 
against imposition of additional loss 
cannot be delayed to ascertain more 
nearly the amount of the additional 
loss. 

[10] As has already been stated this 
case was decided below on demurrer to 
the bill. Although not mentioned in 
the bill, as filed with the bill or as 
part of it, a transcript of the proceed- 
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ings, including evidence, before the 
Commission was filed with or after 
the bill. Cf. Article 23, § 417. Ap- 
parently the transcript was regarded 
by the parties and by the lower court 
as part of the bill. It has been so re- 
garded by us in considering the suf- 
ficiency or effect of the evidence to sus- 
tain or set aside the Commission’s 
order. The case, therefore, presents 
no question as to sufficiency of allega- 
tions of fact to sustain conclusions in 
the bill. Cf. Hartman v. Public Serv- 


ice Commission (1941) 179 Md 285 


19 A2d 709; Bosley v. Quigley 


(1948) — Md —, 73 PUR NS 51], 
56 A2d 835. 

As the case has thus been fully heard 
on the merits, though technically only 
on demurrer to the bill, nothing re. 
mains but to set aside the Commis. 
sion’s orders with respect to fares for 
school children. 

Order reversed, with costs, and 
cause remanded for disposition in ac- 
cordance with this opinion. 





COLORADO PUBLIC UTILITIES COMMISSION 


Re David Elder 


Application No. 7603, Decision No. 31716 
December 17, 1948 


PPLICATION by motor carrier for a certificate authorizing 
house-moving service; granted. 


Rates, § 414 — Motor carriers — House movers — Commission control. 
1. It is not practical for the Commission to exercise complete control over 
the charges which house-moving carriers make for their services, p. 152. 
Monopoly and competition, § 38 — Common carriers — Rates and service. 


2. Common carriers, to be protected in their monopoly by the Commission’s 
regulatory power, should maintain reasonable and nondiscriminatory rates, 
adequate service, and finanical stability, p. 152. 


Monopoly and competition, § 62 — Competition between carriers — Stabilization 


of rates. 


3. Limited competition will be authorized as a means of protecting the pub- 
lic from high rates for house moving where it is not practical for the Com- 
mission to exercise complete control over the rates and service of this type 


of carrier, p. 152. 


> 


APPEARANCES: Arthur A. Brooks, 
Jr., Denver, for applicant; Jones and 
Stauffer, Denver, for Sorenson Truck 
Line; A. J. Fregeau, Denver, for 
Weicker Transfer and Storage Com- 
pany ; Harold D. Torgan, Denver, for 
Duffy Moving and Storage Company, 
76 PUR NS 


Gallagher Transfer and Storage Com- 
pany, and W. A. Hutchens. 

By the Commission: On April 22, 
1948, the applicant herein filed his ap- 
plication for a certificate of public con- 
venience and necessity, call and de- 
mand service, for the movement of 
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houses and buildings between points 
and places within a 100-mile radius of 
Denver, Colorado. 

The matter was set for hearing, and 
heard, at 330 State Office building, 
Denver, Colorado, on May 4, 1948, 
and there taken under advisement. 

At the hearing, the evidence dis- 
closed that applicant at the present 
time is the owner of: 

1—1936 14-ton Marmon-Harrington, 4-wheel 
drive truck; 

1—1934 24-ton GMC truck; 

1—1938 3-ton Dodge truck; 

1—1931 5-ton Diamond T truck; 


pole trailers, timbers, dollies, and miscel- 
laneous house-moving equipment. 


The evidence also disclosed that ap- 
plicant has a net worth of approxi- 
mately $21,750, and has had consid- 
erable experience moving buildings, 
and is presently carrying on the busi- 
ness of moving buildings within the 
city and county of Denver. 

Applicant states he has had numer- 
ous calls to move buildings and the 
great majority of these calls are with- 
in a 20-mile radius of Denver, Colo- 
rado. He states he would be willing 
to limit his application to that radius; 
that at the present time he is very busy 
and would not be able to take care of 
business beyond that radius; that, due 
to the demand for his services in the 
territory adjoining and adjacent to 
Denver, he was prompted to make the 
within application. 

Douglas Majors, of Brighton, Col- 
orado, who buys and sells houses, 
states he is desirous of using appli- 
cant’s service, and feels that said serv- 
ice is needed by men engaged in busi- 
ness similar to his; that in his judg- 
ment, additional carriers for moving 
houses are needed in the territory ad- 
jacent to Denver. 
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C. A. Bresnahan, of the Western 
Realty Company, stated he had need 
of. applicant’s service; that he had 
some 85 houses to move from Buckley 
field, and would also use applicant’s 
service in moving buildings in the Au- 
rora territory. 

T. M. Satchel, a real estate dealer, 
also testified as to his need for appli- 
cant’s proposed service; that he pres- 
ently has eighteen to twenty buildings 
to move and he complained very bit- 
terly relative to the cost of moving by 
the Denver authorized common car- 
riers, stating their prices were exor- 
bitant and “way out of reason.” 

George A. Dawson, of Duffy Mov- 
ing and Storage Company, testified 
that his company maintained 5 sets of 
moving equipment, and generally had 
one or two sets of equipment on hand 
at all times; that they could do con- 
siderable more business, and from his 


company’s experience, he felt there 
was no need for additional service in 
the territory tributary to Denver. 
W. A. Hutchens, who holds a cer- 
tificate from this Commission also 
very vigorously protested the grant- 
ing of an additional certificate to serve 


the Denver area. He stated he main- 
tained 6 complete sets of moving 
equipment, and from his observation 
there was adequate equipment in the 
Denver area, certificated by this Com- 
mission, to take care of all public 
needs. 

The Commission, in the instant ap- 
plication, is faced with a difficult prob- 
lem. We have some evidence before 
us that applicant’s proposed service is 
needed and is in the public interest for 
an area immediately surrounding 
Denver. One witness complains that 
the authorized carriers’ charges or 
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prices are too high, and one of the wit- 
nesses for a carrier reported they did 
not want the witness’ business. 

[1] The Commission has not found 
it practical or feasible to exercise com- 
plete control over the operations of 
house moving, and that is especially 
true as to rates and charges for serv- 
ices rendered. The Commission, ap- 
proximately three years ago, entered 
into a formal investigation as to fix- 
ing rates and charges for moving 
buildings, and after said investigation, 
found that the fixing of rates by the 
Commission was not practical and any 
rates we might prescribe would be un- 
satisfactory and not equitable or just 
to either the public or the carrier. 

[2] It is elementary that common 
carriers, to be protected by regulatory 
power, should maintain : 

1. Reasonable and nondiscrimina- 
tory rates; 

2. Proper service; and 

3. Financial stability. 

[3] Where the Commission does 
not fix the rates and charges, theré may 
be a temptation for the carrier to as- 
sume an attitude of collecting “what 
the traffic will bear.” It therefore ap- 
pears to the Commission that to pro- 
tect the public, it becomes necessary to 
control rates by limited competition, 
that is, to place sufficient competition 
into the field so that the rates, by rea- 


son of said competition, will be satis. 
factory. 

The Commission finds: 

After careful consideration of the 
records, the Commission is of the 
opinion, and finds, that the instant ap. 
plication, as hereinafter limited, 
should be granted. 


ORDER 


The Commission orders: 

That the public convenience and ne- 
cessity require the proposed call and 
demand service of applicant for the 
movement of houses and buildings be- 
tween points and places within a 20- 
mile radius of Denver, Colorado, and 
this order shall be taken, deemed, and 
held to be a certificate of public con- 
venience and necessity therefor. 

The applicant shall file tariffs and 
rates, rules and regulations as re- 


quired by the rules and regulations of 
this Commission within twenty days 
from date. 


The applicant shall operate his car- 
rier system in accordance with the or- 
der of the Commission except when 
prevented by act of God, the public 
enemy, or extreme conditions. 

This order is subject to compliance 
by applicant with all present and fu- 
ture laws and rules and regulations of 
the Commission. 








WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Michigan Power Company 


2-U-2803 
December 18, 1948 


PPLICATION by power company for authority to increase 
A rates; fuel clause adjustment increased. 


Rates, § 303 — Fuel clause — Competitive costs. 
1. A fuel clause proposed by an electric utility which would serve to main- 
tain a relatively stable competitive relationship between the utility rates and 
the alternative cost of generation of power by the customer should be ap- 


proved, p. 154. 
Return, § 87 — Electric utility. 


2. An electric utility’s return of 4.96 per cent was not considered excessive, 


p. 154. 


APPEARANCES: Wisconsin Michi- 
gan Power Company by Shaw, Mus- 
kat & Paulsen, Attorneys, Milwaukee, 
by Martin R. Paulsen. 

In opposition: Oconto Electric Co- 
operative by Maloney & Wheeler, At- 
torneys, Madison, by William J. 
Coyne; town of Vendenbroek, Outa- 
gamie county, by William Hietpas, 
Chairman, and John Colman, Super- 
visor; Clintonville Municipal Utility 
by Martin Lyons, Superintendent, 
Clintonville ; Four-Wheel Drive Com- 
pany by Philip Hoffman, Clintonville ; 
city of New London by Frances Wer- 
ner, New London. 

Of the Commission staff: W. A. 
Kuehlthau, engineering department. 

Brief of Oconto Electric Coopera- 
tive by its attorney, William J. Coyne, 
was filed on October 21st and of ap- 
plicant by its attorney, Martin R. 
Paulsen, on October 26th. 


By the Commission: The Wis- 
consin Michigan Power Company 
operates as an electric public utility 
within the territory of northeastern 
Wisconsin and parts of Michigan. A 
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portion of the electric energy which it 
sells is sold to large users and whole- 
salers. This energy is sold subject 
to a coal-factor adjustment. Prior to 
March, 1945, the adjustment varied 
with the cost of fuel at the applicant’s 
Appleton steam plant. Only a small 
portion of the electric requirements is 
generated at this plant, which experi- 
ences a relatively high coal cost be- 
cause of the added transportation cost 
from Green Bay or other lake ports to 
Appleton. 

The Appleton steam plant is rela- 
tively inefficient; and this, combined 
with a high fuel cost, produced a coal- 
factor adjustment greatly in excess of 
that of neighboring companies and in 
excess of a proper adjustment consid- 
ering the various sources of power. In 
March, 1945, the coal-factor adjust- 
ment was fixed at a value of 0.225 
cents a kilowatt hour, equivalent to a 
fuel cost of 274 cents a million B.T.v. 
Later, in March, 1946, the coal-fac- 
tor adjustment was reduced to 0.15 
cents a kilowatt hour, equivalent to a 
reduction from 0.03 cents a kilowatt 
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hour to 0.02 cents - kilowatt hour for 
each one-cent increase or decrease for 
each million B.T.u. The present coal 
cost at Appleton is about 44 cents a 
million B.T.U. as compared with the 
frozen value of 274 cents. 

Applicant claims that the increased 
cost of fuel, labor, and other materials 
in conjunction with the increased use 
of electricity for wholesale and indus- 
trial purposes is of such a magnitude 
that it is impossible to continue to 
supply its customers at existing rates 
with the coal-factor adjustment frozen 
at 0.15 cents a kilowatt hour. In sup- 
port of its claim the company has sub- 
mitted an adjusted condensed operat- 
ing statement for the 12-month period 
ending July 31, 1948, to show that 
under present rates and cost levels it 
will earn only a 4.17 per cent return. 

The company proposes to remove 
the present “freeze” in its coal clause 
and to use the cost of coal delivered in 
the bunkers of the Wisconsin Electric 
Power Company rather than the cost 
of coal delivered in the bunkers of the 
Wisconsin Michigan Power Company 
at Appleton. 

There are several points to be con- 
sidered in the proposed fuel-clause ad- 
justment. Using the cost of fuel in 
the bunkers of the Wisconsin Electric 
Power Company results in an appre- 
ciably lower adjustment than using 
the greater cost of fuel in the bunkers 
at Appleton. At the present time the 
respective costs are 34.73 cents and 
43.50 cents a million B.t.u. In both 
cases the base price from which the 
adjustment is made remains at 20 
cents a million B.t.u. The use of 
fuel costs at Milwaukee is advanta- 
geous to customers of the applicant 
since ordinarily such costs would be 
lower than those obtainable in any 
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community served by the applicant, 

[1] The service to which the pro. 
posed fuel clause is applicable is highly 
competitive. Most of the customers 
are usually in a position to install their 
own power supply facilities if any. 
thing is to be gained thereby. For 
such type of customers, the Commis. 
sion considers the proper function of 
a fuel clause to be the maintenance of 
a relatively constant competitive rela- 
tionship between the utility’s rate for 
service and the alternative cost of 
power with self-generation by the cus- 
tomer. Since both the utility and its 
customers must secure fuel in the same 
market, they are similarly affected by 
changes in fuel costs. If a rate sched- 
ule is designed to be competitive at a 
given base cost of fuel, adjustment fac- 
tors can be devised which will keep 
such schedule competitive under vary- 
ing fuel-cost conditions. The revised 
fuel clause proposed by the applicant 
will serve to maintain a_ relatively 
stable competitive relationship be- 
tween the rate schedules affected 
thereby and the alternative costs of 
generation by the customers. 

The fuel-clause adjustment of the 
applicant affects about thirty-three 
customers. During the twelve months 
ending with July, 1948, these cus- 
tomers purchased 209,855,881 kilo- 
watt hours subject to fuel-cost ad- 
justment. The increase in revenue un- 
der the proposed adjustment, had the 
June, 1948, cost of fuel to the Wiscon- 
sin Electric Power Company been in 
effect for the entire period, would 
have been $247,231. This amount is 
not obtained by adjusting the sales 
each month by the cost of fuel for that 
month as testified by the company. 

[2] Applicant’s condensed income 
statement for twelve months ended 
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July 31, 1948, shows a return of 4.68 
per cent on a nondepreciated rate base 
aiter adjustments to reflect the pro- 
posed coal clause and the higher op- 
erating costs of the end of the period. 
The nondepreciated rate base is used 
on the assumption that the sinking- 
fund method of depreciation accruals 
is used ; $481,537.56 is used as the de- 
preciation accrual and includes $27,- 
000 for amortization of utility plant 
acquisition adjustment. Applying the 
certified sinking-fund depreciation 
rates to the average value of company 
plant in 1947 results in $372,203 as 
the annuity component of the depre- 
ciation accrual. Making adjustments 
for depreciation accruals and income 
tax results in a return of 4.95 per cent 
on a sinking-fund-depreciation basis 
or 4.96 per cent on a straight-line-de- 
preciation basis. Neither of these re- 
turns is excessive. 

The above rates of return will be 
increased if normal water conditions 
prevail but the increase will be of mi- 
nor nature since the 12-month period 
considered includes only about three 
months of below normal hydrogenera- 
tion. The company is now operating 
under minimum water conditions 
which will prevail for several months 
until the spring run-off occurs. The 
company now submits monthly reports 
which will provide the date required 
to check its operation and which will 
allow the Commission to act promptly 
if changed conditions warrant. 

The Commission finds : 

1. That the existing coal-clause ad- 
justment of the Wisconsin Michigan 
Power Company is unreasonable and 
unjust because of inadequacy. 

2. That the adjustment ordered 
herein is reasonable and lawful. 


The Commission concludes : 

That an order granting a change in 
coal-clause adjustment as herein pre- 
scribed should be issued. 


ORDER 


It is therefore ordered: 

1. That Wisconsin Michigan Pow- 
er Company shall withdraw (a) the 
present fixation of its coal-clause ad- 
justment on the basis of a fuel cost of 
27.5 cents a million B. T. u. and (b) 
its present fuel-clause adjustment 
which reads as follows: “The fore- 
going rates are based upon a standard 
cost of coal delivered in the company’s 
bunkers of 20 cents per million heat 
units. Whenever the cost of coal de- 
livered in the company’s bunkers is 
greater or less than 20 cents per mil- 
lion heat units, the energy charge shall 
correspondingly be increased or de- 
creased .02 cents for each one-cent in- 
crease or decrease in the cost to the 
company of one million heat units.” 

2. That the Wisconsin Michigan 
Power Company shall substitute for 
the above the following: “The fore- 
going rates are based upon a standard 
cost of coal delivered in the bunkers 
of Wisconsin Electric Power Com- 
pany of 20 cents for each million heat 
units. Whenever the cost of coal de- 
livered in the Wisconsin Electric 
Power Company’s bunkers is greater 
or less than 20 cents for each million 
heat units, the energy charge shall 
correspondingly be increased or de- 
creased .02 cents for each one-cent in- 
crease or decrease in the cost to the 
company of one million heat units.” - 

3. That jurisdiction be and hereby 
is retained herein for further appro- 
priate order as the facts may warrant 
with or without further hearing. 
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Residents of Ravalli County 
Montana Rowse Company 


Docket No. 3666, Order No. 2048 
December 20, 1948 


Bgr soc by consumers against increase in large volume 
electric rate; dismissed. 


Rates, § 649 — Procedure on increase applications — Public hearing. 
1, There is no requirement, in the statute establishing the procedure by which 
a utility obtains a rate increase, making a public hearing on the application 
mandatory, p. 159. 

Rates, § 649 — Procedure on increase application — Public hearing — Commission 

discretion. 

2. Whether or not a public hearing shall be held and opportunity provided 
for objection to a utility’s application for a rate increase is a matter within 
the discretion of the Commission, p. 159. 

Rates, § 49 — Commission authority — Limitation by contract. 
3. The right and duty of the Commission to change utility rates where the 
facts warrant a change can neither be limited by contract between interested 
parties nor waived by the Commission itself, p. 159. 

Rates, § 212 — Deviation from schedules — Contracts. 
4. No contract fixing utility rates can abridge the right and duty of the 
Commission to establish rates and the utility can charge only such rates as 
are approved by the Commission, p. 159. 

Rates, § 654 — Complaint against increase — Claim of estoppel. 
5. A complaint of consumers against an increase in a large volume electric 
rate, based on a claim that the utility is estopped from increasing its rate 
because of arrangements entered into between it and electric heating cus- 
tomers, cannot be sustained where the utility did not have power to enter 
into a binding rate contract with the consumers and where in fact no repre- 
sentation that the rates would remain constant had ever been made by the 
company or its representatives, p. 160. 

Discrimination, § 96 — Electric rate — Increase for large consumption. 
6. An electric rate providing that more shall be paid for kilowatt hours in 
excess of 1,000 per month than for lesser consumption is not discriminatory, 
since it is proper for a utility to charge different rates for different uses and 
to make steps in an electric rate based on probable average use, p. 160. 

* 

APPEARANCES: Thomas P. Kock Dwyer, and P. L. MacDonald, Attor- 
and E. Gardner Brownlee, Attorneys neys at Law, Butte, appearing for the 
at Law, Hamilton, appearing for the defendant; Edwin S. Booth, Secre- 
complainants; R. H. Glover, John V. tary-Counsel, appearing for the Board. 
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By the Commission: A complaint, 
signed by sixteen residents of Ravalli 
county, was filed with the Commission. 
The complaint alleges that the com- 
plainants and others have installed 
electric heating systems and devices 
in their homes under assurance of the 
defendant that power would at all 
times be available for such use and that 
the rates would remain as they were. 
They allege that many of the complain- 
ants have constructed new homes, 
equipped for electric heating and with- 
out chimneys for other types of fuel. 
The complaint alleges that on August 
18, 1948, without public hearing or 
giving any opportunity to complain- 
ants to be heard, the Board authorized 
an increase in rates from 1 to 1.5 cents 
per kilowatt for use in excess of 1,000 
kilowatts per month by residential 
home users. It is alleged that such 


action on the part of the Board is con- 
trary to law. It is further alleged that 
complainants are materially damaged 
by such increase in rates in that they 
will have to pay higher rates or remove 
electrical equipment at great cost. 

The company’s answer contains two 


defenses. The first defense is that the 
complaint fails to state a claim against 
the defendant upon which relief can be 
granted. The company denied that 
the rate increase referred to was con- 
trary to law or that the electric heaters 
were installed with assurance from the 
company that power would at all times 
be available for such purposes or that 
the rates would remain as they were. 
The case was set for hearing on the 
issues raised in the pleadings. 

At the opening of the hearing, the 
minute entry of the Commission for 
August 12, 1948, approving schedule 
R-48 of the Montana Power Company 
was introduced by the Commission. 
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The Commission stated that the rates 
were approved without public hearing. 
The Commission likewise introduced, 
by reference, the rate schedules of the 
Montana Power Company schedule 
R-48, approved August 18, 1948, ef- 
fective September 1, 1948, which in- 
creases the rates for residential service 
from 1 to 1.5 cents per kilowatt hour 
for all energy in excess of 1,000 kilo- 
watt hours per month. No increase 
resulted in rates for residential con- 
sumption under 1,000 kilowatt hours 
per month. 

Complainants stated that they would 
offer evidence to show that the com- 
pany was estopped to increase the 
rates. Five of the complainants tes- 
tified for themselves and the other 
complainants. From the testimony it 
appears that during the past year, each 
of the witnesses and others installed 
electric heat in their homes. Some of 
the houses were converted and some 
were new construction equipped 
specially for electric heat. All of these 
houses were insulated. The conver- 
sion cost approximately $400 per 
house. Some of the construction was 
completed after September 1, 1948, 
but orders for equipment and the work 
were placed and started prior to re- 
ceipt of notice of the rate increase. 

Four of the five witnesses talked 
with the local manager of the Montana 
Power Company relative to the instal- 
lation of the electrical heating systems. 
One of the witnesses stated that the 
manager did not discourage use of 
electric heat but that he installed the 
system after comparing with other 
methods of heat and because of his 
own investigation. Another witness 
said he had installed electric heat be- 
cause it had seemed better, but that 
he had figured the cost himself, while 
76 PUR NS 
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another stated that the manager had 
estimated the cost and it was close 
to cost of oil as well as the actual cost 
under the old rate. Three of the wit- 
nesses testified that the manager had 
mentioned the fact that some com- 
panies in the West had limited the use 
of power for heat and raised the rate 
for such service. One witness said 
the manager stated the rates of the 
Montana Power Company might 
have to be raised while another said 
he had been told the rates were not 
permanent. One of the witnesses did 
not talk with any representative of the 
company but made investigation with 
several individuals and decided to in- 
stall electric heat. 

Electric heat under the old rate 
was slightly higher than oil heat. The 
witnesses estimate that the increase in 
rates will amount to about $8 to $12 
per month additional. 

The complainants introduced as an 
exhibit the notice sent out by the com- 
pany concerning the increase in rates. 
This notice reads, in part: 

Prior to October of 1947 our rate 
schedule provided that after 200 kilo- 
watt hours had been consumed, 400 
kilowatt hours could be used for water 
heating only at a rate of one cent 
per kilowatt hour and that all oth- 
er kilowatt hours would be billed 
at 14 cents per kilowatt hour. On 
October Ist of last year an experimen- 
tal rate was installed allowing the use 
of electricity in excess of 200 kilowatt 
hours for all purposes at one cent per 
kilowatt hour. This experimental 
rate has resulted in such an overload- 
ing of parts of our distribution system 
that it has become necessary to revise 
it by making no change in the rate for 
the first 1,000 kilowatt hours, but to 
provide that after 800 kilowatt hours 


have been used for all purposes at one 
cent per kilowatt hour, additional kilo. 
watt hours will be billed at 14 cents 
per kilowatt hour. 

We are pleased to be able to sell 800 
kilowatt hours for all uses at one cent 
per kilowatt hour instead of going 
back to the limitation in existence 
prior to October 1, 1947, to the effect 
that 400 kilowatt hours at one cent 
could be used for water heating only, 

At the close of complainants’ case, 
the company moved to dismiss the case 
on the grounds that no cause of action 
exists on which relief may be granted. 
The complainants resisted the motion 
on the ground that discrimination had 
been shown in that a greater rate was 
charged for electrical energy used in 
excess of 1,000 kilowatt hours. The 
Board reserved its ruling on this mo- 
tion. 

The company then called its divi- 
sion manager who testified that out 
of nearly 13,000 users in his division 
including Ravalli county, only about 
200 users come close to using 1,000 
kilowatt hours per month. The dis- 
trict manager testified that the cost of 
oil in 1942, at Hamilton, was 9 cents 
and in 1948 was 18 cents, an increase 
of 100 per cent. The cost of coal in 
1942 was about $8.25 per ton and 
in 1948 was about $12.50 per ton or 
an increase of 50 per cent. 

The rate engineer for the company 
testified that schedule R-47 was sub- 
mitted and after approval was applied 
to residential consumers. This sched- 
ule was adopted because it was felt 
the 400 kilowatts at one cent limited 
to water heating was insufficient for 
large families. With the adoption of 
the one-cent rate for all consumption 
over 200 kilowatt hours, considerable 
inquiry relative to house heating was 
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RAVALLI COUNTY v. MONTANA P. CO. 


being received. While the company’s 
system is adequate for present use and 
reasonable future increase it could not 
handle a large increase in house heat- 
ing. House heating in any large 
amount would place serious operation- 
al difficulties and expenses on the com- 
pany. Briefly the principal reasons for 
this fact are: the greatest demand for 
house heating is in the winter when 
the source of hydroelectric power is 
at its lowest; the peak lead for all 
house heating comes at the same times 
of day ; there is low load factor ; house 
heating is competitive and might re- 
sult in large expenditures of money by 
the company only to have the con- 
sumer switch to other types of heat; 
installations without advance notice 
may be hazardous ; and large amounts 
of house heating may require recon- 
struction of distribution lines and even 
additional transmission lines. The 
company testified that the one-cent 
rate is not compensatory considering 
the various factors of house-heating 
load. 

The company at present has about 
100 users using electric energy for the 
principal source of heat. Only 481 
customers are affected by the change. 
Before submitting the present rate 
schedule for approval, the company 
considered making restrictions on type 
of unit and construction of property 
but abandoned the plan. Considera- 
tion was also given to making the 
rate applicable only to new users but 
this plan was abandoned because it 
was felt it would be discriminatory. 
The present schedule was submitted 
for approval because the one-cent rate 
for heating was not compensatory and 
the company wanted to discourage 
house heating. The increase in rates 
would amount to only about $15,000 


per year over the system. The in- 
crease is not a revenue measure. 

[1, 2] We shall first consider the 
issues raised by the defendant’s first 
defense and motion to dismiss on the 
grounds that the complaint and tes- 
timony fail to show any claim on 
which relief can be granted. Under 
the provisions of § 3891 Rev Code 
Mont 1935, changes in rates may be 
made after concurrence of the Com- 
mission and upon the filing of the new 
rates in the manner prescribed. There 
is no requirement in the statute which 
makes a hearing mandatory, but the 
question of whether a hearing is to be 
held rests in the discretion of the Com- 
mission. The new rates were properly 
approved by the Commission. 

[3] This Commission at all times 
has the right and duty to change rates 
of utilities where the facts warrant 
such change. This obligation cannot 
be limited by contract between the 
parties or waived by the Commission. 
See Re Montana Power & Light Co. 
(Mont 1947) 67 PUR NS 156. 

[4] The Public Service Act 
(§§ 3879 to 3913 Rev Code Mont 
1935) clearly places the duty of ap- 
proving rates on the Public Service 
Commission. By plain, clear, and 
concise language, the Commission is 
granted authority and it is made its 
duty to alter and change rates on 
proper showing, either on application 
of the utility, on complaint by a patron, 
or on its own investigation. (Sections 
3891, 3895, and 3897 Rev Code Mont 
1935.) No contract-fixing rates can 
abridge the right and duty of the 
Commission to fix rates and the utility 
can only charge the rates as approved 
by the Commission (§ 3892, Rev Code 
Mont 1935.) These principles have 
been firmly established. See Market 
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Street R. Co. v. Pacific Gas & E. Co. 
PUR1926A 509, 6 F2d 633; United 
States v. Oklahoma Gas & E. Co. 
PURI924E 53, 297 Fed 575; State 
ex rel Billings v. Billings Gas Co. 55 
Mont 102, PURI1918F 768, 173 Pac 
799. 

[5] Where no binding contract can 
be made there could, of course, be no 
estoppel. In addition the evidence 
shows conclusively that no representa- 
tion was made by the company or its 
representatives, that the rates would 
remain constant. No ground of es- 
toppel is or can be established in so far 
as rates are concerned. 

[6] The complainants contend there 
is discrimination in that persons using 
over 1,000 kilowatt hours per month 
are charged a higher rate for the ex- 
cess, than for the previous 800 kilo- 
watts. Testimony shows that the 
average residence uses less than 1,000 
kilowatts per month and that in fact 
only 481 customers were affected. It 
is proper to charge different rates for 
different uses as, for example, res- 
idence and commercial or residence 
and specified uses, like hot water heat- 
ers or heating. It is likewise proper to 
make steps in the rate based on prob- 
able average use as in this case. From 
the facts, it may be assumed that most 
customers using in excess of 1,000 
kilowatt hours are using electricity for 
purposes other than ordinary domestic 
residential use. The rate is not dis- 
criminatory. 

For the reasons stated, we find that 
the motion of the company to dismiss 


the proceeding, on the ground that 
there is no basis on which relief may 
be granted, should be sustained and the 
action be dismissed. 

We desire to state that the reason 
for the submission of the new rates for 
approval given at the time of hearing 
and summarized in this order are the 
same reasons given by the company for 
such change at the time the rates were 
initially submitted for approval. We 
believe the reasons given were ade- 
quate to support the proposal and that 
the resulting rates are fair, reason- 
able, and nondiscriminatory. 


ORDER 


Now, therefore, at a session of the 
Board of Railroad Commissioners of 
the state of Montana, held in its offices 
in the Capitol, Helena, Montana, on 
December 20, 1948, there being pres- 
ent Horace F. Casey, Chairman; Paul 
T. Smith, Commissioner, and Leonard 
C. Young, Commissioner, there regu- 
larly came before the Board for action, 
the matters and things involved in 
Docket No. 3666, and the Board now 
being fully advised in the premises; 

It is therefore ordered that the com- 
plaint be and the same is hereby dis- 
missed. 

It is further ordered that a full, true, 
and correct copy of this order be for- 
warded by first-class United States 
mail to all appearances herein. 

The foregoing order was unani- 
mously adopted by the Public Service 
Commission of the state of Mon- 
tana. 
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$24,000,000 to Be Spent 
By Georgia Power 


tro Power Company will spend $24,- 
000,000 in a construction program for 
1949 according to C, B. McManus, president. 

More than $8,500,000 will go into new gen- 
erating facilities; over $5,000,000 to continue 
construction of plant Yates near Newnan, 
scheduled for completion in late 1950, and $2,- 
000,000 for completing plant Mitchell, near Al- 
bany, this Spring. 

Other works included are: 

Construction of 50,000-kilowatt Furman 
Shoals hydroelectric plant on the Oconee near 
Milledgeville. 

A 48-mile, 110,000-volt transmission line 
from Gordon to Wadley; a 24-mile line from 
Winder to augment Athens’ supply; a 25-mile 
line from Tifton to augment Fitzgerald’s sup- 
ply and provide for future growth. 

Largest item is more than $6,500,000 for 
service extensions for new users, expected to 
number 33,650 this year. 





Consumers Power Proposes 
$46,000,000 Program 


TT? proposed 1949 construction budget of 
Consumers Power Company is $46,000,- 
000, the largest in the company’s history, ac- 
cording to Justin R, Whiting, president. 

These expenditures woal bring the total 
to $120,000,000 for the 1947-1949 period, with 
a total addition of about 300,000 kilowatts of 
generating capacity in that period. 


New Impact Tool Facilitates 
Public Utility Service Work 


Fer the laying of electrical cable, the installa- 
* tion of connectors, and public utility serv- 
ice work, Ingersoll-Rand announces a new 
model of the electric impact tool. with a ca- 
pacity for handling the heavier, harder jobs. 

With standard accessories it will run and 
remove nuts up to §-in. thread size; drive and 
remove studs; extract broken cap screws and 
studs; apply and remove machine screws of 
all kinds; run wire brushes; drill brick, metal, 
and masonry; tap; and ream. It may also be 
used for woodboring. 

Known as the aU, the new mode] has all 
the features and advantages that have made 
the smaller 4U model so useful for all-purpose 
light maintenance and production work. The 
reversible motor makes it as easy to remove 
screws, studs, and nuts as to apply them; 
motor burn-out is eliminated, even if the 


Industrial Progress 


A digest of information on new construction by pri- 


: information cee f 
to government owned utilities; news concerning prod- 
ucts, supplies and services offered by manu 

also notices of changes in personnel, 


turers ; 





spindle stalls completely; the impact principle 
operates whenever resistance is met and pro- 
vides extra power to push through the job. 
Virtually no torque reaction is transmitted to 
the operator under any condition. 

The new tool is 4 in. in length and weighs 
9 Ibs., 13 oz. It is available for either 110 or 
220 volt current and operates on AC or DC. 


Lone Star Gas Plans 
$3,645,000 Program 


egy Star Gas Company has announced 
plans for a $3,645,000 improvement pro- 
gram during 1949. 

The first phase of the program is a $445,945 
distribution base. : 

The remaining $3,200,000 will be spent to im- 
prove the gas service for metropolitan Dallas. 

The over-all improvement plan for the year 
“is broken down as follows: ; ; 

(1) $500,000 for laying nine miles of pipe 
connecting the Dallas gas system with Lone 
Star’s 70-mile, 20-inch transmission pipeline 
now being built from Opelika, Henderson 
county, to Eastern Dallas county. . 

(2) $450,000 worth of butane gas equipment 
to serve customers too far from natural gas 


mains, : 
(3) $1,000,000 for extending present natural 
gas distribution mains throughout the city. 
(4) $315,000 for natural gas service lines 
from mains into homes. : 
(5) $285,000 for more meters and meter in- 
stallations. ‘ 
(6) $650,000 for other customer service 
items—transportation equipment, regulators, 
and pressure control equipment. 


G-E Announces New Line 
Of Demand Registers 


A NEW line of demand registers for use by 
electric utilities in industrial plants and 
commercial establishments having compara- 
tively small loads has been announced by Gen- 
eral Electric’s meter and instrument divisions. 

Of simplified construction, with fewer parts 
than previous designs, the new registers are 
available in two models: the indicating type, 
M-30; and the cumulative type, M-31. e lat- 
ter type has, in addition to an indicating dial, a 
set of four dials for accumulating the demand 
in kilowatt hours from one reading period to 
another, 

Both types make use of a Geneva mechanism 
for the interval resetting operation. This en- 
ables the timing motor to reset the pointer 
pusher by direct-drive gearing gp shock, 
thereby eliminating the need for spring and 
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MAXIMUM CONTACT 


provided by V-groove. 
Conductors protected by 
bevelled slot. 


PRECISION MADE, 
with rigid inspection. 
Smooth accurate threads 
assure maximum pressure 
— permanently main- 
tained. 


For taps, dead-ends, par- 
allel connections, etc., in 
any location. Can be fur- 
nished in bronze or alumi- 
num. Re-usable over and 
over. 


PENN-UNION ELECTRIC CORP. 


ERIE, PA. Sold by Leading Wholesalers 


The COMPLETE Line of Conductor Fittings. 


PENN-UNION 


Conowut Tcow errrenet, ™ 





latch mechanisms found in conventional & 
mand registers. 

Both registers can be used to convert ney 
G-E watthour meters into watthour de 


Philadelphia Elec. Has Third 
Year Without Fatal Accident 


PHmaverrHia Execrric CoMPANY’s 8 (i) 
employees rounded out a full year of work 
in 1948 without a single fatal accident. 

It was the third year in the company’s his. 
tory during which no fatalities were suffered 
among its employees. The previous safety 
records were made in 1941 and 1944. The hay 
fatality was in November, 1947. 

In lauding Philadelphia Electric’s safety 
achievement, Roy M. Godwin, director of 
safety for the company, said, “This fine record 
indicates conscientious employee application of 
rules and methods in carrying out the variou 
duties involved in each job.” He urged “con. 
tinuous vigilance throughout 1949 in order to 
maintain the high safety standard set during 
the past year.” 


Houston Lighting’s Program 
To Cost $36,000,000 


ouston LIGHTING AND Power Company 

has begun an expansion program for 194 

of about $36,000,000, according to estimates re- 
cently made by company officials. 

Principal part of the expansion budget goes 
for new power plants and extensions to exist- 
ing plants, new poles, and new service build- 
ings. 


Alabama Power to Spend 
$18,000,000 During 1949 


HOMAS W, Marttn, president, announce 

that the board of directors of Alabama 
Power Company recently approved a construc 
tion and improvement budget of approximate 
ly $18,000,000 as part of the company’s $5/; 

000 three-year expansion program. Mr. 
Martin stated that the company’s generating 
capacity is being increased by approximately 
40 per cent and engineering studies for future 
needs are under way. 

Of the new generating capacity, the first 6; 
000-kilowatt unit of the Gadsden Steam plan 
now under construction, is expected to be in 
operation in the early spring of this year. Th 
plant will be finished during the summer ani 
will then have a capacity of 120,000 kilowatts 

Besides the completion of the Gadsdes 
steam plant, the company’s 1949 construction 
budget provides for the — of a fourth 
hydroelectric generator at Mitchell dam, ani 
preliminary construction work for greatly & 
panding the generating capacities at Gorge 
steam plant in Walker county and at Chicks 
saw steam plant near Mobile. Extensive addi- 
tions and improvements will be made to tran 
mission and distribution lines, and other facili 


ties. 
To extend and develop rural electric lines, 
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OVERHEARD BETWEEN AN ARCHITECT AND AN INVESTOR: 


No-its completion time, not starting time, that counts!” 





“YOUR INVESTMENT IN A BUILDING 

CAN'T PAY OFF UNTIL THE TENANTS 

MOVE IN. Build with steel floors and they move 

in much, much sooner. No matter how you build, you have 

to allow time for demolition and excavation. By that time, your 
steel is ready. And then, steel Q-Floors will knock another 

2 to 30% off construction time. 

“Look at this model. Those cells are the steel Q-Floor. It 
is dry, noncombustible, clean. It goes up as fast as the frame. 
No temporary forms, no shoring. Two men can lay 32 sq. ft. of 
Q-Floor in half a minute and it immediately becomes a dry, 
working platform. Even in freezing weather, work speeds along, 
not delayed by wet materials. 

“This is just the first reason for Q-Floors. Think of theelectrical 
availability. After all, you’re investing for thirty, forty, fifty 
years. And you sometimes forget that floors are what a building 
is for. Even though the floor is a small fraction of total cost, 
floor space earns the income. It should be alive with ducts, 
pipes, wires, the earning arteries of a structure. You don't want 
your building born with hardened arteries, with monolithic 
slabs for floors. 

“See how the load-carrying steel cells of Q-Floor are crossed 
over by raceways for wires of every conceivable electrical 
service. This is your assurance that your investment will keep 
step with future increased demands for electrical business 
machines. You can put an outlet on every six-inch area of the 
exposed floor. It literally takes only a few minutes. Floor 
layouts are permanently flexible. Alterations tremendously 
simplified. It saves a huge amount of money over the years. 

“And Q-Floor costs less than the carpet that covers it. 

“There is no reason for not having Q-Floors.” 


H. H. ROBERTSON COMPANY 
2424 Farmers Bank Building, Pittsburgh Pennsylvani 
Factories in Ambridge, Po., Hemilten, Ont, Elle ro 
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Dress Up Your Men 
for Better Service! 


America’s 
Best-Dressed 
Service Men 
Wear 

These 
Famous 


LION -BILT 


Work Uniforms 


@ Nationally Famous Fabrics! 
@- Built for Long Service! 

@ Tailored for Perfect Fit! 

@ Quality at Low Prices! 


Don't be Satisfied with Less 


Write Dept. PU-39 
for Free Catalog 




















the company will spend nearly $3,000,000 & 
ing 1949 to bring electric service to approy; 
mately 14,000 additional rural residents, 
In addition to the outlay of $18,000,000 
construction and improvements, the com 
operating expenditures for the year 1949; 
expected to total $24,500,000, including’ 
costs of over $9,000,000. , 


Catalogs and Bulletins 


“New Products” Booklet 


0 help the business community kee 

practical eye on the flood of new pre 
now rolling off production lines, more ¢ 
thousand new products and services now 
for marketing have just been compiled j 
compact 80-page 1949 “New Products” 
let by The N. Y. Journal of Commerce. G 
ered from a nationwide survey of mar 
turers, the new compilation offers a de 
description of the innovations of more 
750 different manufacturers, classified } 
dustry and completely indexed by nameg 
address of each producer. Copies may be 
at 50 cents each from the N. Y. Journal 
Commerce, 63 Park Row, New York, 


New SK Bulletin 


NEW bulletin, 4-E, describes the compli 

line of SK Steam Jet Exhausters 
Compressors for use in connection with p 
priming, exhausting, evacuating, clea 
transporting, and agitating liquids and gas 
The compressors operate on the jet princi 
at moderately high vacuum and utilize | 
steam or compressed air as the operati 
medium. 

Tables, charts, and drawings ‘are wsdl 
throughout the bulletin to show the construc 
tion and operation of the exhausters, and sizes 
dimensions and capacities. Colored diagrams 
illustrate typical applications... 

Copies of the bulletin can be obtained from 
Schutte and Koerting Company, 12th and 
Thompson streets, Philadelphia 22. 


A-C Bulletin 
HE Allis-Chalmers line of alternating-cur- 
rent full voltage starters to meet the re 
quirements of any type of motor drive is de 
scribed in a new 12-page bulletin released by 
the company. 

Construction features and uses of manual 
and magnetic across-the-line starters, across 
the-line combination starters, reversing start- 
ers, and push-button control stations are al 
described and illustrated. 

Copies of the bulletin (No. 14B7132), at 
available upon request from Allis-Chalmes 
Mfg. Company, Milwaukee, Wisconsin. 


Bulletin on Synchronous Generators 
Buz PB 2400-1 on high-speed, Fabri 

Steel, synchronous generators has been re 
leased by the Ridgway, Pennsylvania divisio 
of Elliott Company. Packed with many 
lustrations and descriptive copy, the four-page 
folder concisely tells about construction fe- 
tures of this newly designed generator. Copies 
may be obtained on request. 
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YOU REDUCE THE COSTLY "DOWN-TIMES* 
TO THE ABSOLUTE MINIMUM... 


CLEVELANDS rugged, all-welded frame and boom, made from the finer, 
tougher steels, absorb the strains and shocks of the roughest going, keep- 
ing the drive and other units in alignment at all times and reducing to rock 
bottom hold-ups for major repairs. In CLEVELANDS there’s a roller or ball 
bearing on guard at every vital point to prevent wear and breakage. 
Unit-type construction assures quick, easy field repairs when necessary. 
These are but a few of the many time and money saving characteristics 
built into CLEVELANDS that have made them profitable investments. 
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CAN YOU BENEFIT 
FROM THESE SPECIALIZED 


Public Utility 


BANKING SERVICES? 





Y “SPECIALIZED” banking services we 

mean simply this. Irving Trust has a separate 
Public Utilities Department. It is staffed with men 
whose practical experience qualifies them for serv- 
ice to the utility industry. 

The sole function of this department is to help 
utilities with their particular financial problems 
and assist them in formulating their programs. 

Through this Department, of course, you have 
the benefit of the advice and counsel of the bank’s 
experienced officers—and, needless to say, access 
to all the deposit, loan and corporate agency 
facilities of a large commercial bank. 


TOM P. WALKER 


is our Vice President in charge of this Department. 
Prominent in the top management of utility com- 
panies for over thirty years, he is thoroughly familiar 
with all phases of the industry. 


ire ST 


NEW YORK 


Capital Funds over $114,000,000 
Total Resources over $1,100,000,000 
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Midnight 
on Main Street 


In the GMC line there are models for 
every public utilities hauling need... 
pickups, stakes, tractors, canopy ex- 
press models and chassis units for 
special bodies . . . in a variety of 
wheelbases and a wide range of 
equipment options . . . with seven 
gasoline and two Diesel engines ca- 
pable of handling gross combination 
weights from 4,600 to 90,000 pounds. 
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Regardless of weather or roads, motor 
trucks pick up and deliver most 
motion picture film at night to make it 
available for the next day's showing. 


There are no alibis in the motion picture film delivery 
business. The “show must go on” seven days a week, 
twelve months a year . . . delay in the arrival of new 
film means disgruntled customers and lost revenue. 


One film distributing firm operates 153 trucks more 
than 24,000 miles a day, serving 1215 theaters in nine 
states. And there are many more GMC trucks in this 
fleet than any other make. 


Wherever reliable transport service is wanted ...GMC’s 
day-in-and-day-out dependability really pays off. 


GMC TRUCK & COACH DIVISION « GENERAL MOTORS CORPORATION 


THE TRUCK OF VALUE 
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Annval Subscription 
Price 


$43.50 


PUBLICATIONS 


AND SER 


Essential to those interested in the public uf 
industries, their regulation and allied 


PUBLIC UTILITIES 
REPORTS 


The national reporting service, 
containing authentic decisions 
of commissions and. courts , 
dealing with the problems of 
utility regulation. Five vol- 
umes a yeor—$7.50 each. 
Annual Index—$6. 


PUBLIC UTILITIES 
Fortnightly 

A magazine of current opinion 
and news, conducted as an 
open forum and containing 
discussions of firing-line prob- 
lems; also summaries, ancly- 
ses and explanations of day- 
to-day developments. 








The 


P.U.R. 


Cumulative 


DIGEST 


only complete and authorite- 


tive encyclopedia of Public Service 


law and Regulation. 


A life-time 


Digest,; kept up-to-date by annval 
supplements. 








P.U.R. EXECUTIVE 
Information 
Service 
A Weekly fetter from the Na- 
tion's Capital,. highlighting im- 
portant happenings, trends and 


policies. Reading time: 20 
minutes. 


LS 


ay? 
If, 
~ 


rhe Fé 


$12.50 
Quvarterly 








FEDERAL UTILITY REGULATION ANNOTATED 


$25 Qvarterly 


SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issved 
twice each month. 





— 


Current Services 


FPC 


A brief and pointed “digest of 
the administrative rulings ‘of 
the Federt! Power Commission 
under the Federal Power Act 
ond the Natural Gas Act. Is- 
sved once each month. 





Price: $12 


VOL. 1 (SEC) 


A complete annotation of the 
Public Utility Holding Company 
Act, with the Commission's rules 
and regulations, full index and 
periodical upkeep supplements. 


VOL. 2 (FPC) 


A complete annotation of the 
Federal Power Act and the Na- 
turol Ges Act, with the Com- 
mission's rules and regulations, 
full index and periodico! up- 
keep supplements. 








-P.ULR. 
Question Sheets 
Twenty-Six Issues Annually $10 


FEDERAL UTILITY REGULATION ANNOTATED 


SS 


Prices $15.50 


Ten brief questions on up-to-date 
problems, answered by the commis- 
sions and courts. An easy way fora 
busy man to keep informed on current 


vtility regulation. 





Send for our catalogue describing these and other publications 


PUBLIC UTILITIES. REPORTS, nc. 


WASHINGTON 4, D. ¢ 
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THE PROBLEM: 








the full safety factor is to be maintained in Provide constant support to the piping throughe 
piping, then any weight transfer stresses caused out the entire range of vertical movement with 
by vertical movement of piping due to expansion Grinnell Constant-Support Hangers—the only 
or contraction, load change, surge or vibration, constant support hangers. A lever, turning on the 
must be eliminated, Diagram illustrates this main pivot, balances the weight of a vertically 
problem—if pipe hangers “H” do not support shifting load because the change in moment.arm 
ull weight of the piping “P” in both cold posi- with lever rotation is such that the product of 
ion “1” and hot position “2”, then dangerous the moment arm and the spring force is always 
stresses may result at connections “C”, constant and equal to the weight of the piping. 





GRINNELL CONSTANT-SUPPORT HANGERS — 
the ONLY Constant-Support Hangers 
FEATURES: 

Constant ougeert of 

pipi in all “Hot” 

and “Cold” positions. 

Full safety factor of 

the supported system 

is always maintained. 

Non-resonant, energy 

absorbing. 

Mass-produced from 

standard precision 

parts. 

Individually calibrated @ Three models meet en- 
for each installation. tire range of load- 

@ Load-adjustment fea- travel specifications. 

tures incorporated into @ Minimum headroom 
the design. required. 
Write for data book containing complete details. 





GRINNELL COMPANY, INC. 
recut oF Pro Fs 


Sie ial 


Main steam line at Hell Gate Station of Con- v ; 
solidated Edison Company is provided con- \ »| 
stant support by Grinnell Constant-Support 

Hangers. 


PIPING 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, 
others equipped to serve utilities in all matters relating to rate questions, apprai 
valuations, special reports, investigations, financing, design, and construction. » 





Tue American Apprarsat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
aad other principal cities 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO — 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. | 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








Jord, Bacon & Davis 


4ED VALUATIONS ; CONSTRUCTION 
REPORTS Engineers RATE CASES 
NEW YORK © PHILADELPHIA @ CHICAGO e@ LOS ANGELES 








GILBERT ASSOCIATES, Inc. 





ENGINEERS POWER ENGINEERING SINCE 1906 
Steam, Electric, Gas : 
Hydraulic, Sanitation Serving Utilities and Industrials 
Designs and Construction Personne! Relations 
Inspections and Surveys Reading © New York © Heuston Original Cost Accounting 
Feed Water Treatment Philadelphia © Washington Accident Prevention 














FREDERIC RB. HARRIS, INC. 

FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisce 
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PROFESSIONAL DIRECTORY (continued) 





— HENKELS & McCOY —— 


Electric & Telephone Line Construction Company 


TRANSMISSION DISTRIBUTION CONTRACTORS RIGHT OF WAYS 
OVERHEAD UNDERGROUND PHILADELPHIA . CHEMICAL CONTROL 








CONSTRUCTION MAINTENANOB bh TREE TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. GAS AND OIL LINES 


NOW WORKING IN FOURTEEN STATES 























HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 








74 > ee hd tO 
She h ul | rah CUTUYUCTLILUL 
— LU — 


ENGINEERS CONSTRUCTORS 





WILLIAM S. LEFFLER 


. 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 








N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 











CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 


Boston 10, Mass. “=.= Washington, D. C. 








(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 








Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND 3] SPECIALISTS IN 
OPERATING ENGINEERS : ACCOUNTING, FINANCING, RATES, 
PURCHASING f. INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET . CHICAGO 4, ILLINOIS 





mh Complete Services for GAS and ELECTRIC Utilities 
PIPING © EQUIPMENT © SURVEYS + PLANS p rite h Pa | rd 


lete Plants, Additio > installations 
pa ge og -saagpeenandn, ‘bla ENGINEERS * CONSTRUCTORS * MANUFACTURER 


ared to more profitable operation 


for details 





SANDERSON & PORTER Sap 


ENGINEERS 
AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 





REGI: 
PENN 
P 


910 Bl 





STANDARD RESEARCH CONSULTANTS 
INCORPORATED 


INDUSTRIAL SURVEYS — RECAPITALIZATIONS — APPRAISALS — MANAGEMENT REPORTS 


RATES OF RETURN 
HOME OFFice BRANCH 


345 HUDSON ead 33 N. LASALLE STREET 
NEW YORK |4, CHICAGO 2, ILL. 











The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—A ppraisals 


Consulting Engineering 
80 BROAD STREET — NEW YORK 4, N. ¥. 
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PROFESSIONAL DIRECTORY (concluded) 





ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 
Water, Sewage and Industrial waste Problems 
City Planaing, Reparte, Valuations: ae 
1528 WALNUT STREET PHILADELPHIA 2 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 
Appraisals - Investigations - Reports 
rate cea “Geouiell yy ital 
cclaulieation original cout security Seats. 








BLACK & VEATCH 
CONSULTING ENGINEERS ~ 
raisals, investigations and  re- 

| a, din ad errno ot ore 


4% BROADWAY KANSAS CITY, MO. 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALue St., Cxcaco 








| EARL L. CARTER 


Consulting ‘Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A. S. SCHULMAN ELEctric Co. 
Contractors 
TRANSMISSION LINES—UNDERGROUND DistTrRi- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH Dearsorn Sr. Cricaco 








W. C. GILMAN & COMPANY 
Consulting Engineers 
Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 


55 Liberty Street New York 5 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








Francis S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation — Service Life 
Studies — Construction Cost Indexes — 
Reports 


122 SourH MicHIGAN AveNug, CHICAGO 








UNITED STATES TESTING COMPANY, INC. 
HOBOKEN, NEW JERSEY 


Analyses - Testing - Inspection - Research 
A Complete Service 


Boston - Chicago - Los Angeles - New York 
Philadelphia - Woonsocket 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 








BOSTON NEW YORK 


WESTCOTT & MAPES, inc. 

ARCHITECTS & ENGINEERS 

INVESTIGATIONS «© REPORTS 
DESIGN © SUPERVISION 





New Haven, Connecticut 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 








& Zimmermann, Inc., Engineers 
oo & Division of Chrysler Corp. ........+++++ ; N 


N News Shipbuilding & Dock Co. .... 
gee age pean tS Inside Back 


Ebasco Services, Incorporated 
e Battery Company, 
Laboratories, bes. 


Electric S$ 
Electrical Testing 


F 
Ford, Bacon & Davis, Inc., Engineers 
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“RECORD OUTPUT 
OR GRAND COULEE USING 


EWPORT NEWS TURBINES 


' eae 1948 the nine generating units in the west power house at 
Grand Coulee in the state of Washington produced 8,415,000,000 KW. 
Each generator was driven by a 150,000 horsepower hydraulic turbine 
built by Newport News. 
Six similar turbines, but of 165,000 horsepower capacity are now being 


built for the east power house, which also has space for nine units. 


WRITE FOR BOOKLET 
ON “WATER POWER 
EQUIPMENT" 


THPORT NEWS SHIPBUILDING AND DRY DOCK CO. 


NEWPORT NEWS, VIRGINIA 
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G-E Diesel-electric Locomotive Gives 29.6% Annual Return on Invest 


In March 1947, a G-E 25-ton diesel-electric locomo- 
tive replaced an old coal-burning steam locomotive 
at an eastern utility’s steam-generating plant. Since 
then the diesel-electric has been saving $4288 a year. 
Fuel and maintenance costs have been slashed by 
91 per cent. At this rate the cost-cutting diesel- 
electric will pay for itself in less than four years. 


Annual Fuel Cost $397 


The coal-burning steamer’s annual fuel cost of 
over $3650 has been reduced to $397.80. This cost 
reduction was made in spite of the fact that coal 
is relatively cheap and plentiful at the plant. 

In addition to reducing costs, the G-E locomotive 


is a real time-saver too. The power plant superin- 


tendent* says: ““We save a lot of time with th 
switcher. For one thing, we don't have to e 
put water in it, and then wait to get up steam 
sure. It’s available for work over 99 per cent 


time.” 


How Much Will You Save? 


Dozens of power stations have already cut 
handling costs with these money-saving switd 
How much will your own savings be? Have your 
representative make a survey and estimate 
savings before you buy. See him today. Appl 
Department, General Electric Company, Schenee! 
New York. 


*Name furnished on request. 


Section AJ-4909 
General Electric Company 
Schenectady 5, N. Y. 


DO YOU HAVE THESE FACTS ON LOW-COST SWITCHING 


| sens te Pienel 


Without obligation send me your bulletin “Switch to 


Diesel-Electrics and Save.” ” Operating Results 


® Graphs 
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FREE BULLETIN 
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